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DAIRY BUDGET RECONCILIATION AND SELF- 
HELP INITIATIVE ACT OF 1993 



wednesday, july 21, 1993 

House of Rephesentatives, 
subcommiitee on livestock, 
Committee on Agriculture, 

Washington, DC. 
The subcommittee met, pursuant to call, at 2:20 p.m., in room 
1302, Longworth House Office Building, Hon. Harold L. Volkmer 
(chairman of the subcommittee) presiding. 

Present: Representatives Conoit, Hilliard, Stenholm, Holden, Pe- 
terson, Dooley, Sarpalius, Gunderson, Lewis, Smith of Oregon, 
Boehner, Goodlatte, and Pombo. 

Sta£r present: Andy Baker, assistant counsel; Glenda L. Temple, 
clerk; Tunotlw P. De Coster, Dan McGrath, James A. Davis, Perri 
D'Armond, John Riley, and John Frank. 

OPENING STATEMENT OF HON. HAROLD L. VOLKMER. A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Volkmer. I first wish to apologize not only to my sub- 
committee members, but to the witnesses and the audience; but out 
in my district and in the Midwest, I think we all know that we 
have a flood going on. The Rules Committee started a rule on the 
disaster legislation earUer, and I thought I would have an oppor- 
tunity to testify on it as to some provision that I thought may per- 
haps need to be improved. 

But I waited and waited, and they are still talking to the ^pro- 

g nations people, so I just left my amendments eaii came back over, 
o I didn't get to do that. But I appreciate your waiting. 

We are meeting today to review H.R. 2664, the Dairy Budget 
Reconciliation and Self-Help Initiative Act of 1993. 

[H.R. 2664 appears at the conclusion of the hearing.] 

Mr. Volkmer. This bill embodies a dairy program developed over 
the past several months by dairy producers, represented by the Na- 
tional Milk Producers Federation. Congressman Gunderson and I 
agreed to introduce this propos^d in order to facilitate discussion of 
the measure, and we intend to explore this plan in some detail 
today. 

Consensus in the dairy industry is something that is very dif- 
ficult to achieve, but it appesirs that the federation has made the 
effort to do just that. We will begin to determine today whether 
they have succeeded. I will note that on one point that most dairy 
producers appear to agree is that the current program does not 
(1) . 
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adequately protect the livelihood of today's producers, particularly 
the small and midsized operations run primarily as family farms. 

During consideration of the 1990 farm bill, and again in 1991, I 
advocated a two-tier dairy progreun. I still beHeve in that approach, 
and I beUeve today's dairy producers would be in a better position 
today had that plan been adopted. 

However, as our distinguished committee chairman often states, 
legislation is the art of the possible. Bzised on my conversation with 
members and other interested parties, I am convinced that we do 
not have sufficient support for two-tier at this time, and we need 
to concentrate our efforts on the best possible alternatives — attain- 
able alternatives. 

The federation's self-help initiative represents one possible idter- 
native, which I for one am willing to consider. I am aware that 
members have questions about this plan, and I urge you to take 
your questions to the federation. 

I would like to say this, that as I have reviewed their proposed, 
I find, as I have found in my legislative ^cperience, that something 
may not be what I would uke to have, it may not be eia good as 
I think it could be, but if it is better than what we present^ have, 
then I think we should apiwove it if we make it a fittle bit better. 
And I think that is what uiis proposal does. 

I yield to the gentleman from Wisconsin. 

OPENING STATEMENT OF HON. STEVE GUNDERSON, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF WISCON- 
SIN 

Mr. GCNDEHSON. Thank you very much, Mr. Chairman. And let 
me begin by commending you for holding this hearing. I think, 
frankly, it is important that we begin this kind of discussion other 
than at a time of a total crisis surrounding us. I think we have the 
right environment to look at where we go with the dairy industry 
and the dairy price support program. 

Let me also welcome our distiaguished panel of guests who are 
about to testify. As we all know, this is the time ia which we begin 
to turn to the dairy industry for their input and their discussions 
of the day-to-day operation of a farm program and how to turn over 
to them the responaibiUty of the running that program. That is 
why I believe you and I have both introduced this legislation for 
consideration. 

A lot has happened to the dairy iadustiy and the dairy price sup- 
port program in the past decade. Indeed, spending has decreased 
from $2.4 billion in 1986 to a level of under $300 miUion in recent 
years. This is due in large part to the revenue from the budget rec- 
onciliation assessment collected from dairy producers which, when 
compared to the annual cost of the dairy price support program, 
offsets approximately 40 percent of the cost of the program each 
year. 

Accordingly, we have introduced this legislation fashioned by the 
executive board of the National Milk Producers Federation in a se- 
ries of meetings this spring as an important first step in creating 
a self-help program for America's daiiy farmers. 

The importance of self-help to the dai^ industry is underscored, 
by the changing times in which we live. With the demise of the So- 



dbyGoogle 



viet Union, American dairy farmers now represent the single larg- 
est dairy industry in the world. We no longer produce for a market 
that ends at the boundaries of oiir count^. Rather, we are active 
players in the world market. Indeed, exports of American dairy 
products in the first 4 months of 1993 are up 18 percent from the 
same period just 1 year before. 

It is, therefore, most appropriate that we b^in our examination 
of dairy self-help legislation at this time and in this place. This 
proposal, of course, represents a major transition in ttie 45-year 
history of the dairy price support program. As such, it is essential 
we make a complete review of the legislation so that we fully re- 
spond to any questions or concerns that this transition might raise 
in the agricultural commimity or elsewhere. 

I, for one, am greatly concerned about ensuring that America's 
dairy industry becomes and remains competitive in a world dairy 
market now and throughout the 21st century. It is most important, 
then, that this legislation foster rather than inhibit, tiiat pfurticular 
goal. That is why I want this subcommittee to closely examine the 
targeted excess purchases reduction section of this legislation to 
me^e sure that it will not act as a disincentive to new dairy farm- 
ers or producers who want simply to modernize the multitude of 
aging faciUties that we have in lids country. 

In Wisconsin alone, the average bora or dairy facility today is 
over 40 years of age. If we have any hope of bringing a younger 
generation onto those dairy farms, we have to assure them the 
ability that they can modernize those facilities without penalty of 
Federal law. Likewise, while none of us likes assessments, I think 
we ou^t to take a good look diuing these discussions as to wheth- 
er or not we want to make that 10-ceot assessment for deficit re- 
duction purposes permanent. 

Very frankly, I am not sure that we ought not look at giving the 
dairy industry the authority to do more them what this bill calls 
for today. Right now, the dairy industry pays a very heavy price 
of Government regulations and control for the $250 million in reve- 
nue the price support program receives annually. Perhaps we are 
at the time where we ought to look at what the minimiun Govern- 
ment purchases for nutrition, military, and other feeding programs 
ought to be, and then turn the rest of this over to the indust^ and 
give them the authority to move accordingly. 

Mr. ChEurman, I look forward to working with you and the rest 
of this subcommittee and, obviously, our distinguished panehsts to 
try to accomplish the goals of this deiiiy self-help legislation. 

I want to apologize in advance for being in and out of the room 
this aitemoon. I am the Republican floor manager for the national 
service bill and I am going to have to float back and forth, and I 
ask your indulgence. 

Mr. VOLKMER. The gentleman from Pennsylvania. 

Mr. HOLDEN. No statement. 

Mr. VoLKMER. Any prepared statements received from the mem- 
bers will appear at this point in the record. The gentleman frxun 
Minnesota. 

[The prepared statement of Mr. Condit follows:] 



dbyGoogle 



STATEMENT BY 

THE HONORABLE GARY A. CCNDIT 

SUBCOMMITTEE ON LIVESTOCK 

H.R. 2a«4 



JULY 21, 1993 



Mr. Ctialnnan, I wrould like to tak« this opportunity to thank you for 
scheduling thla Important hearing to examine H.R. 2664, the 'Dairy Budget 
Raconctllation and Self-Halp Initiative Act of 1993." As we all know, dairy 
fanners In recent timee have experienced stable prices. However, as past 
hiatory indicates, thess prfces could change drastically at any given moment 
because of an array of circumstances. I am pieaeed that the Chairman has 
convened this hsaring to look at H.R. 2664 and the Impact it will have on dairy 
tarmers. While I believe that we need a thorough review and discussion on any 
major dairy policy shift that will affect the nation's dairy farmers, I want to 
applaud the efforts of all involve who havs bsgun this proceea. 

We all acknowladge that our nation faces a severe budget crisie that 
denwnds fiscal responsibiltty by our government However, in the coming 
weeks we must judge H.R. 2664 in relation to the problems we now face in niral 
America end our farm sector. Today's hearing w\\\ begin the procese too 
provide us wHh the direction that we need to design a'national dairy program 
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that allows dairy farms to contlnua productjon, provides a constant affordable 
supply of milk and other dairy products to consumera, and keops govamment 
costs down. It is my hope that a consensus can be built among the dlffierent 
dairy producing regions, the processors, and the producers to sup|)ort one 
common agenda that wil[ aid all of the dairy industry. 

I want to assure everyone that I wilt do everything that I can to secure 
that our nation's dairy farmers are given the assistance that they need to 
maintain thsir farms. I look forward to working with all of you during the 103rd 
Congress. Thank you again for allowing me to incorporate these ideas Into this 
important hearing. 
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OPENING STATEMENT OF HON. COLLIN C. PETERSON, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF MIN- 
NESOTA 

Mr. Peteeson. Thank you, Mr. Chairman. As you are aware, I 
have been working in ftunnesota to see if we can achieve some 
unity and figure out if there is some way to improve the situation; 
it is a difGcult task just in Minnesota and, when you get to the na- 
tion^ level, it is even harder. But I think that is what we have to 
try to do. 

I, as well as you, have introduced two-tier legislation in the past 
and would have liked to have seen ub move in that direction. But 
it is not going to happen. This is probably about the best that we 
can do at this present time. 

I think, after looking at this — and we on my task force have 
studied this proposal as it has been put together eind spent quite 
a bit of time looking at it — I think overiJl there is a lot that is posi- 
tive in this program. We are stuck with these assessments that are 
being used now to reduce the deficit. By changing it as it is in this 
proposal, at least it is going to be used to help Qie dairy industry 
move surplus product; mat can only be a positive. 

However, I do have a couple of problems with the bill, or the pro- 
posal, as it is put forward, and I think it is going to cause ua trou- 
ble if we don't deal with it. One of those is the inclusion of bloc vot- 
injg in this proposal. We have, in my opinion, enough controversy 
with the current Dtiiry Boeu-d situation, and I don't mink it ia nec- 
essary; and I tiiink it is a mistake to put bloc voting into this par- 
ticular prtmosal, so I would like to discuss with members of the in- 
dustry and members of the subcommittee whether we can consider 
changing that. 

I ^0 am concerned about the makeup of the Board in that we 
establish it in a way that it is controlled by farmers, and fanners 
feel like they have real input into this process. 

Out in my district I hear all the time concerns that the folks that 
tire involved in these different boards and the induatry are too 
much controlled by the industry and the co-ops, and I think it is 
somewhat a valid concern. It ia more maybe a perception that we 
need to address it somehow or another. We have done some work 
in our task force, looking at setting up some advisory committees 
within each region, whidi I would Rke to discuss with folks at the 
appropriate time, so we can give producers more input and more 
a feelmg like they are involved in the process and have a real say 
in how file whole situation operates. 

But by and large, if we can make some of these changes, I think 
we can probably get the industry to come together on mis, and we 
will end up, in my opinion, better off than the current situation. 
It won't be what a lot of people want, but it is probably about what 
we can do at this point. And in my opinion, we ought to try to do 
it. 

So I thank you and commend you, Mr. Chairman, for holding 
this hearing as quickly as you put it together. And I, too, apologize. 
I have a NAFTA meeting and a coiiple of other meetings, so I may 
have to be coming in and out, but I look forward to the discussion 
and the testimony today. 

Mr. VOLKMER. I themk the gentleman. 
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The gentleman from Florida. 

OPENING STATEMENT OF HON. TOM LEWIS. A BEPRESENTA' 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 

Mr. Lewis. Thank you, Mr. Chairman. Mr. Chairman, I would 
Eisk unanimous consent that the statement of the Florida dairy pro- 
ducers appears in the record. 

Mr. VOLKMER. Without objection, it wUl he included. 

Mr. Lewis. Mr. Chairman, the idea of dairy self-help is certftinly 
something that is supported nationwide by the dairy industry. 
However, I cannot support this legislation in its current form as it 
would not be in the best interest of dairy farmers in Florida. 

First, Mr. Chairman, I am deeply concerned with the manner by 
which this legislation was introduced. Dairy producers in my home 
State of Florida have raised significant concerns with this legisla- 
tion; however, they are further anguished because they feel as if 
they have not had adequate time to express their concerns to other 
members of the Florida congressional delegation. Mr. Chairman, it 
is my hope that you will allow this bill to go throu^ the legislative 
process to allow those who have legitimate concerns an opportunity 
to air their views. 

Dairy production in the State of Florida is truly unique as pro- 
ducers face a situation where they are trying to increase their sup- 
ply of fluid milk within the State of Florida and decrease their reU- 
ance on milk brought in irom neighboring States. I am concerned 
that this legislation, which is effectively a supply management 
plan, will significantly penalize ditiry producers m Florida who are 
simply reacting to market forces. 

My specific objections to this legislation include the targeted ex- 
cess purchases reduction provision, which I believe will unfairly pe- 
nahze dairy producers in Florida as they simply attempt to react 
to market forces. As a dairy producer atteinpts to meet the de- 
m^md8 of a growing market in the State of Florida, he or she is 
going to be penalized unnecessarily. 

Finally, Mr. Chairman, I believe that this le^slation will add an- 
other level of unnecessary bureaucracy to the Federal Government. 
I ask that you allow those negatively unpaJcted in the State of Flor- 
ida an opportunity to further express uieir views on this legisla- 
tion. 

Mr. VOLKMER. Any other members? The gentleman from Califor- 
nia. 

OPENING STATEMENT OF HON. CALVIN M. DOOLEY, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF CALIFOR- 
NIA 

Mr. DoOLEY. Thank you, Mr. Chairman. I again appreciate your 
holding this hearing. And as a Member who is adamantly opposed 
to two-tier pricing, I do commend the National Milk Producers Fed- 
eration for coming up with an alternative. 

However, I also think that there aire many parts of it which I 
find objectionable and which — I would agree with t^e comments of 
Mr, Lewis — the dairy industry in California has not had adequate 
time to review and make comment on that, and I think that it com- 
pels us to allow this legislation to go through the normal legislative 
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process and not be attached to reconciliation or to a Bu^plemental 
disaster bill ia order to expedite its enactment before it has had 
time to be reviewed. 

On the legislation, one of the specific concerns that I have is that 
I am not Bure that we are really getting at the real issue of what 
we need to be dealing with; that is, that we have an excess in but- 
teifat find not necesaeirily milk. And perhaps it is time to look at 
a structure for a progrsun putting in proper incentives for Uie re- 
duction of that component, so that the producers will have the in- 
centive to perhaps chimge their feeding and breeding practices in 
order to achieve that objective. 

The other thing I am concerned with is, are we creating another 
level of bureaucracy here? I am not convinced that this producer 
board is going to be any more efBcient in dealing with some of the 
concerns of the dairy industry that USDA is not equipped to do so 
already. 

The other issue which remains very important to me, are we 
again creating barriers to entry, for new young dairy farmers for 
getting into the business by cmly giving them 75 percent of the 
base? And then, by the same token, are we in fact, by enacting a 
piece of legislation, automatically reducing the equity of a dairy 
farmer whose herd ia going to be devalued because there is not 
going to be the market and the value for that herd if he should 
choose to sell it? 

But my greatest concern is, once again, I think that we are creat- 
ing a system and a policy here — considering one which ia going to 
reduce again the incentives to increase and to enhance productiv- 
ity, and that we ought to be finding ways in which we reward dauy 
farmers that aro eimancing their productivity, enhancing their effi- 
ciency; and I am concerned that this legislation runs counter to 
that. 

So I am interested in hearing what the panelists have to say. 

Thank you, Mr. Chairmfin for holding this hearing. 

Mr. VOLKMER. The gentleman from Ohio. 

OPENING STATEMENT OF HON. JOHN A. BOEHNER, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO 

Mr. BOEHNER. Thank you, Mr. Chairman. I want to say, con- 
gratulations to you and the panel for having the hearing today and 
the paneUsts for coming. 

While I support the concept of self-help, like many of my col- 
leagues on the subcommittee, I have serious concerns about this 
initiative that I think should be answered before this legislation is 

Eassed. I look forward to this subcommittee deliberating this legis- 
ition and working with aH interested groups to craft legislation 
that has universal and broad support. 
And with that, Mr. Chairman, I wiU speed up the process. 
[The prepared statement of Mr. Boehner follows:) 
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OPENING STATEMENT OF HON. JOHN BOEHNER 

SUBCOMMITTOB ON LIVESTOCK 

JULY 21, 1993 



While I support the concept of Self-Help, like many of my Colleagues on this 
Subcommittee, I have serious coDcems about this initiative that should be answered befoie 
this legislation is passed. I look forward to this Subconunitiee deliberating this legislation 
and woiking with all inteicsted giDups to craft l^iislation that has universal support. 

Over the couise of the past several days, 1 have spoken with a dozen dairy fanners in 
my district. None of them were aware of the details of this program. I bdieve it is unwise 
for Congress to move quickly and change current dairy policy without first educathig dairy 
bnitere as to bow this program will impact their income. In addition, it is essential that all 
Members fiiUy understand what this program would ratail. We've got to realize that any 
change we make to the current dairy policy may also impact the beef markets, and several 
of the feeding programs currently opraated by the government. Before we pass this 
legislation, I believe we must ensure that any changes will not negatively impact these anat. 

I look forward to hearing the testimony from the witnesses and to receiving answers 
to the several concerns I have regarding this pnqxisal. I look forward to working toward a 
dairy program thai is maikel oriented, allows individuals to expand existing opetUions. or 
begin new operations, and stabilizes the sometimes volatile market. 
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Mr. VOLKMER. The gentleman from TexEis. 



Mr. Sarpalius. Thank you, Mr. Chairman. I, too, want to com- 
mend the National Milk Producers Federation for coming and 
bringing to ub a proposal. But I do have some concemB &om the 
cattle perspective. It is tmfortunate that any type of proposal that 
affects milk production also has an efTect on the beef industry eis 
well. I, too, would hope that you would not push this legislation 
through as a proposal through the reconciliation bill, that we would 
have time to look at, for example, how USDA would present a plan 
to ensure that if we enact this legislation, the beef markets will be 

Erotected and what impact this legislation would have on beef mar- 
ets down the road. 

So, Mr. Chairman, I commend you for this hearing today. I look 
forweird to listening to the testimony find especial^ to uie com- 
ments on how they envision this legislation afiecting beef markets 
in the future. 

Mr. VOLKMER. I tiiank the gentleman &om Texas. 

The gentleman from Oregon. 

Mr. Smith of Oregon. I have a statement for the record. 

Mr. VoLKMER. The statement for the record will be included. 

[The prepared Btatement of Mr. Smith of Oregon follows:] 
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STATEMENT OF ROBERT P. SHtTH 

BEFORE THE 

SUBCOHKITTEE OH LIVESTOCK 

JULY 21, 1993 



It aeens like only yaicerday whan tha nanbBrs of Chii coonlctaa wan 
trying to ctaft eonprehenslve dslry legislation. I recall that tha 
Ada Inl It rati on. the varloua sactora of the dairy and llveitock Industry. «nd 
thla cDiiBlttea spent tha bectar part of the aumer of 1991 In this effort. 

In revlaulng fllas fron that process. I cane upon ay Hat of criteria 
for a aueoaasful. workable legislative proposal for dairy. I believe Chat 
Hat tl atill valid today, lo I would like to recap ay Ideas on the subject. 

Aa anyone who haa followed the activities of Che House Conmittee on 
AgrUulCura over the last decade knowa, I beliava u* must take care to prava 
adverse iapacti of any dairy policy on other agriculture ssctora, such as 
llveatock producers . It alnply does not make sense Co solve probleiaa in one 
area, and creace then In another. 



on dairy faraer incosa. Individual producers should be allowed to Increase 
their IncoiK and they should be able to do so In a atabla price envlronnent. 

Any proposal should Include appcopciat* tools to curb the production of 
■Ilk in axcesi of overall narket needs. He must avoid conditions of drsnaclc 
overproduction, which often lead to Industry crisis and encrgancy, stopgap 
Bolutlons resulting In narket disruption and turnoll. 

And finally, we have to renenber our responsibility to consumara. Dairy 
legislation must ensure a reliable and adequate supply of pure and wholeaons 
■ilk ODd dairy products for the consuaer at reasonable prices. While wa are 

la the consuners and taxpayers who will ultlaately Judge our work. 

Hr. Chalmen, these are the thenes I will use today as 1 listen to our 
wltnaisaa and ask questions. These are also Cl 
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Mr. VOLKMER. We will go vote and then come back. 

[Recess taken.] 

Mr. VOLKMER. The subcommittee will resume. If there are no ad- 
ditional opening statements, we will begin with our first witness. 
He probably had to rearrange all of his appointments since he is 
still here. I can understand that. 

Our first witness will be Mr. Bruce R. "Randy" Weber, Acting 
Administrator, Agricultural Stabilization and Conservation Service, 
from Washington, DC. 

Randy, I first want to thank you for bein^ here and for vour pa- 
tience with us. I look forward to your testmiony on behalf of the 
administration. 

Your written testimony, which I have reviewed, will be made a 
part of the record. You may review it or summarize, however you 
so desire. And iipon completion of your testimony, we will proceed 
with questions. Go ahead. 

STATEMENT OF BRUCE R WEBER, ACTING ADMINISTRATOR, 
AGRICULTURAL STABILIZATION AND CONSERVATION SERV- 
ICE, U.a DEPARTMENT OF AGRICULTURE, ACCOMPANIED 
BY ROBERT WICKS. DEPUTY DIRECTOR, LIVESTOCK. DAIRY 
AND POULTRY DIVISION. FOREIGN AGRICXn^TURAL SERV- 
ICE; CLAYTON PLUMB, CHIEF. ORDER FORMULATION 
BRANCH. DAIRY DIVISION, AGRICULTURAL MARKETING 
SERVICE; AND JOHN MENGEL. STAFF SPECIALIST. DAIRY 
ANALYSIS DIVISION, AGRICULTURAL STABILIZATION AND 
CONSERVATION SERVICE 

Mr. Weber. Mr. Chairman, I thank you and I am sorry that I 

was also late. I happened to be talking about rain problems that 

we are having in the Midwest. 

Mr. VOLKMER. It rained again at home. We have got more water. 

Mr. Weber. That is what I understand. It only continues, doesnt 

it? 

Mr. Chairman, I have with me today, Clayton Plumb with the 
Agricultureil Mfirketing Service; John Mengel with ASCS; and Rob- 
ert Wicks with the Foreign Agricultural Service; and they will help 
me respond to any questions that you might have. 

Mr. Chairman, and members of the subcommittee, I am happy 
to be here with you today to review the proposed chemges in tne 
dairy program as set out in H.R. 2664. Due to the shortness c^ 
time, our comments today will be of a general nature regarding 
H.R. 2664. The administration is reviewmg various provisions m 
the bill and may have additional views after that review is com- 
pleted. H.R. 2664 represents a major cheuige from our current daiiy 
program, and we have not yet completed our analysis of ah its as- 
pecte, its specific features and implications. So our discussion vnH 
be based on our review to date of the bill, and on past analyses of 
similar types of progreuns. 

On June 15, 1991, the Depeirtment forwarded to the House Com- 
mittee on Agriculture a report entitled, "Milk Inventory Manage- 
ment Report," as required by the Food, Agriculture, Conservation, 
and Trade Act of 1990. As part of that report, the Department 
studied reclassification class fV programs and two-tier pricing pro- 
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grams. These programs are very similar in nature to the two types 
of progrEuns embc^ed in H.R. 2664. 

The market stabilization program in the bill is a variation of a 
reclassification program that collects fissessments from producers 
and uses such runds to remove dairy products from the domestic 
market and dispose of them by subsiaizmg their export. 

The authority provided in the revisions of authority for "excess 
purchases" reductions in price section of the bill is a variation of 
a two-tier pricing program. The m^or program activities would be 
administered by a board of dairy producers and other industry ex- 
perts under the provisions of this bill. 

H.R. 2664 also provides for a Federal milk order supply bal- 
ancine cost-sharing plan. Under this plan, Federal milk orders 
could DO amended to authorize the Market Administrator for each 
marketing order pool to make a deduction from the pool each 
month to be used to, one, reimburse handlers for the added costs 
of bringing supplemental milk supplies into the market when local 
supplies are short; two, reimburse handlers for ttie added costs of 
disposing of milk that exceeds local market needs; and three, pay 
distant plants that make a binding commitment to supply supple- 
mental milk to the market when called upon by the Market Admin- 
istrator. 

We are proceeding with an anal^s of H.R. 2664; however, the 
dual program nature and standby application of the separate pro- 
grams authorized, and the monthly application of the two-tier pric- 
mg progriun meikes this analysis veiy complex. Oiu* normal com- 
puter models for dsdry progriim analysis have had to be signifi- 
cantly revised to handle this proposal. 

I would like at this time to make some general comments. 

Past emalyses of the types of programs embodied in H.R. 2664 in- 
dicate that they can improve milk prices and dairy fanner income. 
In the long term, higher milk prices could affect cost of production. 
Also, to the extent that dairy farmer assessments will now be cov- 
ering costs of surplus above 5 billion pounds instead of 7 billion 
founds, it appears that Government progreim costs could be re- 
uced. However, there may be additional administrative costs with 
this program. 

To the extent that this program would increase i^ilV prices, there 
would be some consumer impact. 

If the market stabilization program is used for significant price 
enhancement, it is likely that the two-tier pricing program, which 
is an integriil part of H.R. 2664 will be triggered. If price enhetnce- 
ment persists under the market stabilization program, the two-tier 
pricing program could cycle in and out. If excess surplus builds 
under the market stabilization program, it would reach a level that 
would trigger the two-tier pricing program. The two-tier pricing 
program would serve to reduce milk marketings and the dairy herd 
size. As prices rise, the two-tier pricing program would be triggered 
out. The cycle would then repeat itself. But the two-tier pricing 
program could remove incentives for adopting new technology, 
thereby slowing productivity increases and hindering U.S. competi- 
tiveness. 

Although Secretarial oversi^t is provided, specific criteria to 
evaluate the timing and the price level at which the board may re- 
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move product from the domestic market would be helpiul in evalu- 
ating the board's plan of action. 

H.R. 2664 envisions the market stabilization program being ad- 
ministered by a board of dairy farmers and industry employees 
with expertise in milk marketing. 

Alternatively, the Department could administer the market sta- 
bilization program as authorized in H.R. 2664. The board and its 
necessary duplication of staff as called for by this bill would be an 
additional cost to the taxpayer since aU costs associated with the 
board euid its staff are funded by the eissessment authorized under 
the Omnibus Budget Beconcihation Act of 1990. This assessment is 
not increased to cover the additional costs of the board. 

H.R. 2664 requires that funds to operate the program be with- 
drawn from the pool revenues of Federal or State marketing order 
pools for those farmers participating in such pools. Dairy uirmers 
not associated with such pools would be assessed, individually, a 
comparable amount. We do not believe that this provision enhances 
the operation of the overall program. 

The Department has in place the agreements and procedures 
necessary to collect assessments irom individual feumers through a 
system of responsible persons who pay dairy fanners. This system 
has been tested and refined during a niunber of years and has 
proven efficient in collecting funds fi'om dairy farmers to meet pro- 
gram requirements. Through the current system, each dairy farmer 
knows the rate of eissessment and the exact Eunount that h£is been 
withheld from the check to meet progreun obhgations. 

The current system also provides individual farmers the informa- 
tion necessEiry to evaluate whether the farmer should make adjust- 
ments in the fiuin's operation to receive a refund of the assessment 
amount. The current system also provides the necessary informa- 
tion to vfilidate the amount of refund withheld from a producer ap- 
plying for a refund. With the movement of milk among marketing 
pools, and the movement of milk into find out of pooling status, the 
proposal to take payments from the pool will make it difficult to 
assure that all fimds due are collected and validating refunds due 
producers will be a paperwork nightmare. 

An additional concern is that the adoption of this program would 
contradict the United States position in the GATT Uruguay Round 
negotiations. A key component of the Blair House acconls, reached 
between the United States and the European Community in late 
1992, was a proposed to reduce subsidized exports by 21 percent by 
voltmie and 36 percent by subsidy value from 1986-1990 baseline 
levels. The dairy export incentive program and CCC direct sales 
programs already in place would be subject to these constraints. 
Any additional exports that might occur as a result of this legi^a- 
tion would be inconsistent wi& those seune disciplines resulting 
from a successful Uruguay Round. 

Furthermore, given that the administration is seeking to con- 
clude the Uruguay Round by December 15, 1993, it may be pre- 
mature to propose arrangements and build upon provisions that 
would need to be altered or eliminated, to be consistent with ihe 
trade agreement. 



dbyGoogle 



16 

We appreciate the opportunity to provide this subcommittee with 
our pretumnary assessment of H.R. 2664. We will be glad to re- 
spond to any questions, Mr. Chairman. 

[The prepared statement of Mr. Weber appears at the conclusion 
ofthehearmg.] 

Mr, VOLKMER. Thank you very much, Randy. 

The gentleman from Oregon. 

Mr. Smith of Oregon. Thank you, Mr. Chairman. 

I suppose the obvious question, Mr. Weber, is, do you tiiink in 
the short term the jiassage of this bill will increase dairy income? 

Mr. Weber. Our mitifd review of it would suggest that it has the 
possibility, yes. 

Mr. Smith of Oregon. And then at what point do you think that 
the 7 billion pounds will be exceeded? 

Mr. Weber. John Mengel will respond. 

Mr. Menoel. Based on our President's budget baseline the 1994 
baseline, we are projecting that in the year 1995, that surplus will 
probably exceed 7 billion pounds on a total solids basis. At that 
point, we would have a reduction in price or fin assessment on 
dairy farmers to pay for the cost over 7 billion pounds. That is the 
iirst criteria neceBs^u-y for the implementation of this two-tier pric- 
ing program part of this bill. 

Mr. Smith of Oregon. So that would mean a 20-cent assessment 
above 7 billion? 

Mr. Mengel. No, they are responsible for the cost above 7 bil- 
Uon. We Eire looking at perhaps something in the area of 300 mil- 
lion pounds; that would oe a total of about $34 million or perhaps 
2 cents per hundredweight on all milk marketed during that year. 

Mr. Smith of Oregon, The bill says that you are gomg to have 
a 10-cent assessment if you go beyond 7 billion pounds; is that 
right? 

Mr. Mengel. There is a 10-cent assessment required by OBRA 
under the bill. 

And there is a second assessment that can be as much as 10 
cents, and that money is to pay for surplus between 5 and 7 billion 
pounds. Then there is a tmrd assessment for excess marketings 
above 7 billion pounds, and that is in current legislation. 

Mr. Smith of Oregon. Then, Mr. Weber, I ask the question again. 
Assuming in 1995 we go above 7 billion pounds, does that still 
mean that dairy income will be enhanced if this bill is enacted? 

Mr. Weber. I can't give you a good answer on it right now. We 
just have not had time to thoroughly review the bill to make that 



Mr. Smith of Oregon. Would you do that? 

Mr. Volkmer. Would the gentleman from Oregon yield? 

The administration has just had this bill for a few days and they 
haven't had an opportunity to thoroughly evaluate it. They have 
said that they will get back with us for the record also. 

[The information follows;] 



Mr. Smith of Oregon. Thank you, Mr. Chfurman. 
See, you don't have to make excuses for them. This is a new ad- 
ministration, but I see the same faces down here. So it is hard for 
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me to tell who the enemy is and who are the friends. But I under- 
stand your situation exactly. 

You mentioned that, in your testimony, that you saw this as a 
provision, if enacted into law, that would not comply with our Uru- 
guay Round— GATT. Did I understand that correctly? 

ftfr. Weber. That is true, yes. 

Mr. Smith of Oregon. So if this was passed and if we reached 
agreement, which a lot of us would like to do, then this provision 
would have to be repealed if we were going to comply with GATT? 

Mr. Weber. There would certainly be questions as to whether it 
would fit. 

Mr. Smith of Oregon. In the two-tier pricing program that we 
looked at in 1991, there was a substantial increase in the cull-cow 
program going to market. 

Have you estimated or have you had a chance to estimate under 
this program whether or not the cult-cow numbers would be in- 
creased and if so, what ntunber? 

Mr. Weber. At this point, we have not had a chance to make 
that estimate and we wul get that back to the subcommittee. 

[The information follows:] 



Mr. Smith of Oregon. Thank you, Mr. Chairman. 

Mr. VOLKMER. Thank you. The gentleman from Minnesota. 

Mr. Peterson. Thank you, Mr. Chairmeui. 

On this GATT issue, what was your answer? That you thou^t 
that this would have to be repealed. Is that what you seud? 

Mr. Weber. My answer was that it certainly raised a question 
based on 

Mr. Peterson. I don't think that we know that. From what I 
have heard, they think that this is GATT-legal. Is there somebody 
on the panel 

Mr. WEBER. We will have our expert respond to this. 

Mr. Peterson. As I understand, if the^ get a GATT— which I 
think is pretty tmlikely — but, say, if lightning strikes and they do, 
that whatever eiqjort subsidies we have, have to be tariffed and 
then phased out. Isn't that what happens? 

So my question is, if we pass this and this is in place before we 
agree to something, would this not become part of of the tariff and 
then phased out? 

Mr. Wicks. The way we view that is, the disciplines to which we 
would be subject are me percentages that Mr. Weber mentioned al- 
ready, and since we, under the existing DEIP program, will be ex- 
pected to reduce the amount of assistimce that we currently have 
for the dairy industry in terms of exports, the additionality that we 
understand is proposed by this piece of legislation, in a sense, we 
believe would be obviated. 

Mr. Peterson. You are using a lot of big words for a country boy 
to understfind. 

Mr. Wicks. What we are saying is that the bill proposes to aug- 
ment the DEIP. And it is our understanding that we will abeady— 
given the assistance that we currently have under DEIP, we will 
zdready have to reduce that Eissistance. And, therefore, the benefit 
that the bill would have will be neutrahzed. 
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Mr. Peterson. Then won't we have a reduction in imports also 
under the GATT? Won't there be fewer products coming into this 
country, suppoBedly? 

Mr. Wicks. We believe that we would see some increase in im- 
ports to meet our Tniniinmri commitments. 

Mr. Peterson. So we are going to disarm agfiin? Is that you Eire 
telling me? We are going to give away the store agaiin? 

Mr. Wicks. If lightning stnkes, yes. 

Mr. Peterson. I don't know how we get into these deals. 

llus is off the subject, but as long as you are answering ques- 
tions. As I understand it, the Europeans banned bST, or some 
judge made it ille^ or something, just last lliursday? Is t^at cor- 
rect? 

Mr. Wicks. The last thing that I am aware of, sir, is that they 
have chosen to siispend fiutner consideration. In other words, they 
haven't absolutely banned it, but they have decided that they wont 
allow its use. 

Mr. Peterson. Right. And so what happens if we allow it? Does 
that mean that we cannot export into the European Community if 
we have any potential of bST in our milk? Is that the effect of that? 
And what impact would that have on this whole situation? 

Mr. Wicks. Until the EC would absolutely put into effect some 
regulations, which currently they don't have 

Mr. Peterson. I saw a letter from Representative Sanders where 
be was claiming that it has been banned, and we therefore — if 
tiiere is any potentied, if tbey did not approve bST — would then not 
be able to export into Europe. 

Mr. Wicks. Our exports could in fact be limited, because we have 
bST in our milk; unless we would have milk that we could declare 
was free, as occurs now with the hormone ban on meat. A similar 
situation could affect us. 

Mr. Peterson. That could affect all of this, too. 

Mr. Wicks. It would certainly make it less attractive if we had 
the use of bST operational in this country. 

Mr. Peterson. It is still hard for me to understand why this 
causes that much of a problem. If we put this in place and we actu- 
(dly use it to export some more product I don't know why we should 
worry about that until we get to the point where we actually have 
a GATT and we know what it is that we are going to end up deal- 
ing with. 

Mr. Wicks. I believe we know — ^if there is a GATT, we know 
what we will have to deed with in terms of reductions. And we will 
already have to reduce what we are currently doing without the as- 
sistance that the bill would provide. 

Mr. Peterson. Well, my tune has expired. 

Thank you, Mr. Chairman. 

Mr. VOLKMER. The gentleman from Virginia. 

Mr. GOODLATTE. I have no questions. 

Mr. VOLKMER. The gentleman from California. 

Mr. DooLEY. I imderstand that you haven't had a chance to do 
a thorough evaluation of the bill yet, but what would be your esti- 
mation on the impact, if you haci this type of legislation in place, 
on the transfer o: dairies and new entn^ into the industry if you 
had a situation which only allows for the carrying forward of 76 
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percent of base that can be marketed at the full price without the 
assessments? 

Mr. Weber. Unfortunately, we have hadn't a chance to ^or~ 
ou^bly review that, as welt. And we will get back to you. 



lughly 
[The 



information follows:] 



Digitized by VjOOQIC 



Answer : This program makes no provision for the transfer of 
base, therefore, most changes in the ownership structure of a 
dairy would eliminate' the base that the dairy had established. 
Regulations governing the establishment of base under the 
proposed program likely would be consistent with those which 
currently establish base for the assessment refund program. 
Under those regulations, the transfer of an entire dairy 
operation within a family would not affect the base of that 
dairy operation. 

prospective dairy farmers expect that 
'e months a two-tier pricing progran would 
be triggered, there would be extreme hesitation on their part 
to expand existing operations, or to acquire a new dairy 
operation. The iiarket value of dairy operations would be 
depressed during such periods. 

efficiencies 
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Mr. DooLEY. What we have in effect here, by some analysis and 
just from interpreting your comments, is really a three-tiered syB- 
tem to some extent. Would you agree with that? 

Mr. Weber. That certainly could be the case, yes. 

Mr. DooLEY. Then what I am concerned with — and I think this 
is £in issue with the USDA, and I think in your testimony you 
made the comment that a system of this nature might actually put 
in disincentives for enhanced productivity. Do you concur with 
that? 

Mr. Weber. Yes, that was in our testimony. 

Mr. DoOLEY. The concern then is that we are in effect then going 
to be perhaps putting a system in place, if we adopted this legisla- 
tion as it currently stands, where we would actually be penEiHzing 
some of our dairy farmers, both large and small, that had found 
ways by which to enhance their productivity and that did lead to 
increased production. 

Mr. Weber. That certainly — ^with our review so far, those con- 
cerns have been raised in our minds, and we will be looking into 
that iurther as we give you a fiill evaluation of the bUl. 

Mr. DoOLEY. Just following up on some of the comments of Mr. 
Peterson, USDA at this point has taken no position on bST, have 
they? 

Mr. Weber. To my knowledge, no. 

Mr. DoOLEY. Looking at this irom a producer standpoint, the 
way that the assessments are currently collected versus the way 
the assessments would be collected imder the new policy regime, is 
the producer goin^ to see any difference in what is going to be his 
obUgation — financied? 

Mx. Weber. From a financieil standpoint, likely not. There is 
some concern under the current system that the producer knows m> 
front what is being deducted from proceeds coming to him. We 
again — based on our preliminair review, we don't faiow that this 
is going to be as transparent under the proposal. 

Mr. DoOLEY. I am having difBculty understanding — and you al- 
luded to it also — why draw the funds and the assessment from the 
marketing pools rather than from the established mechanism, 
which mEikes them less transparent? 

Mr. Weber. Certainly that is a question that we have raised. 
A^ain, we need to evaluate it further. But that was one of Uie 
tmngs that we saw in our initial review, yes. 

Mr. DOOLEY. Thank you. 

Mr, VOLKMER. The gentleman from California, Mr. Pombo, 

Mr. PoMBO. No questions. 

Mr. VOLKMER. The gentlemtin from Texas, Mr. Sarpalius. 

Mr. Sarpalius. You state in your testimony that your analysis 
of this bill, you haven't had a chance to really go through it. Wnen 
do ^ou think you will have a chance to give us your opinion on the 
lenslation? 

Mr. Weber. I think we probably could give you something within 
30 to 45 days. 

Mr. Sarpalius. You edso stated in your testimony that you 
thoi^ht on one hand it might be a savings, but IJien on the other 
hand you talked about an increased cost in administration costs for 
the program. Have you had a chance to analyze what type of sav- 
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ings it would be for the Government versus what additional costs 
you would be faced with? 

Mr. Weber. Not thoroughly, and I am not in a position to discuss 
that at this point. 

Mr. Sarfalius. You also mentioned in your testimony, you said 
that the two-tier pricing program could remove incentives for 
adopting new technology. How do you figure that? How do you 
come up with that? 

Mr. Weber. Let me have John Mengel respond to that, please. 

Mr. Menoel. Basically two-tier pricing would establish a quota 
for each producer, the amount of milk that he would dehver during 
a period. A lot of the technological advances that producers are 
adopting — and I think it was referred to in some of the opening 
statements — ^require expansion of existing facilities and putting 
capital into that. 

If producers are going to do that, generally they need to expand 
their herd and need to expfuid their marketings in order to pay for 
that increased capitalization. If they cannot make such expansions 
in marketings, given the quotas Uiat they are under, then they 
won't adopt those new technologies or make those capital invest- 
ments in equipment that will improve their efEidencn'. 

Mr. Sarpalius. You also talked about where producers mi^t be 
fiaced with a paperwork nightmare. How do you figure that? 

Mr. Weber. Let me have John respond to that, agEun. 

Mr. Menoel. It is a combination of both producers and our ASCS 
ofEices who have to viilidate the information when the producer 
brings it in for a refund. But if you have producers moving fi*om 
pool to pool or handler to handler or in imd out of pool regulation, 
he may belong to a pool for 1 month, not the next, maybe just a 

Krt of a month, depending on the pricing arrangements. He will 
ve to have a new piece of paper from somebock every time he 
makes such a movement to verify how much milk he delivered and 
how many dollars were withheld from his paycheck, so he can come 
in and make such a claim for his refund. 

Ri^t now, most producers are paid by one person at one place 
under the responsible persons procedures tiiat we have set up. And 
it limits the amount of paper he has to deal with in order to claim 
bis refrind. 

Mr. Sarpalius. I •want also to echo a concern that my colleague, 
Mr. Smith, emphasized at the end of his comments. When you 
come back or when you give us analysis of this biU, I am real inter- 
ested in seeing how you envision enacting this legislation to ensure 
&at the beef meu-kets will be protected in the future. 

There are those who say that it won't have any impact on beef 
markets at all. I am just curious to see some assurance of that. 

Also, I would Uke to have your comments on recent lawsuits 
against bloc voting, how you think this legislation would affect 
that. 

Mr. Weber. I am not recil familiar with the bloc voting. I have 
heard about it, and I don't know that the Department at this point 
has taken a position one way or the other on that. 

Mr. Sarpalius. Mr. ChfiirmEm, I want to express that I think 
this legislation is a good piece of legislation. I dim't see any reason 
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wl^ I couldn't support it, but there are just some concerns there 
that I would hope tKat we could get some answers on. 

Mr. VOLKMBR. The gentleman from Texas yields. And tiie chair- 
man recognizes tiiose concerns, and I am sure as we continue not 
only with the hearing today and discussions, hopefully we will be 
able to resolve those problems. 

Mr. Sarpalius. Thank you. 

Mr. VoLKMER. I now recognize the gentleman from Wisconsin. 

Mr. GuNDERSON. Thank you, Mr. Chairman. And I apologize, as 
I said earher, for being in and out. 

You say on page 4 of your testimony, Mr. Weber, "However we 
should point out that the two-tier pricing program could remove in- 
centives for adopting new technology, thereby slowing productivity 
increases and hindering U.S. competitiveness." 

Could you elaborate on that, what you anticipate? 

Mr. Weber. What I think I will have is — Jolm Mengel elaborated 
on it earlier. 

Mr. GuNDERSON. Great. As you know, I'm running back and 
forth from the House floor and trying to catch up. 

Mr. VoLKMER. If the gentleman will yield — and I will give the 
gentleman some additionfil time — because Mr. Mengel, basically 
tibe way I understand the answer — ^perhaps he could elaborate even 
more. 

Something that I don't quite understand is that if you want to 
expand your herd, your faoUties, you expand your herd and there- 
fore you expand yoiu* production and that is a disincentive to do 
so. But if I dont necessarily WEint to expand, but I also want to 
produce more with less, where is the disincentive to do so? 

In other words, I am now producing — let's say I am now produc- 
ing 100,000 pounds of milk a day. Now where in this bill is tiie dis- 
incentive for me to bring in technologies to continue to produce 
100,000 pounds of milk a day for less? 

Mr. Mbnoel. There would be no disincentives for that. 

Mr. VOLKMER. No disincentives for that, just a disincentive to ex- 
pand production beyond what you have been producing? 

Mr. Menqel. Correct. 

Mr. VoLKMER. So you can still have efiBciencies under this bill? 

Mr. Menqel. Well, to some extent. I think what you are talking 
about, if you can improve your feeding or whatever to get the same 
amount of milk out of less cows. There is some disincentive there 
that if you built a pfirlor that will hold 100 cows, or milk 100 cowb 
a day, and you adopt some new feeding practice to increase your 
output per cow, if you are going to maintain your production, you 
are going to have to run less cows through that facility. 

So you still have that fixed cost from that facihty and you will 
be spreading it over less cows, when you could continue milking the 
same number of cows because you have the facilities and, therefore, 
decrease your cost of production. 

Mr. VOLKMER. I yield back to the ^ntieman from Wisconsin. And 
I add a couple more minutes to his tune. 

Mr. GuNDERSON. No problem. 

Reading your statement, at this point the administration is not 
prepared to take a position; is that correct? 
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Mr. Weber. That is correct. One thing I might sEiy on that, that 
I think since the Secretary has come on board he has had one dis- 
aster after another and has not had the opportunity to focus on 
dairy poUcy. The forum that we had a couple of weeks ago — that 
as well as this — ^we will be immediately beginning to focus on the 
dainr policy. 

Mr. GUNDERSON. You don't include this bill in that list of disas- 
ters, do you? 

Mr. WEBER. Oh, no. 

Mr. GuNDERSON. I just wanted to make sure of that. I don't ei- 
ther. I was getting worried. 

You talked a little bit about whether or not DEIP could continue 
under the GATT agreements. Has the administration indicated 
what they would be doing in terms of asking for funds for DEIP 
were this put into effect? Have you analyzed at all the relationship 
between the producer board's ability to export and DEIP? 

Mr. Weber. Let me refer to Mr. Wicks. 

Mr. Wicks. If I may, the current DEIP has no funding limita- 
tions on it, as do the EEP programs. Therefore, all we are looking 
at, should there be — as Mr. Peterson pointed out — a bolt of hghf 
ning which would cause us to have a GATT agreement, we are 
looking at necessarily reducing our assistance to me daiiy industry 
in terms of DEIP. Because aside irom exports under DEIP, tiiere 
isn't much in the way of exports. 

So we aren't reeilly having to concern ourselves directly with 
funding for DEIP with or without the passage of this. 

Mr. GuNDEHSON. Can any of you give me an idea of what amount 
of Government purchases are necessary today to meet Government 
needs? You recall, from years past, that we nave had this wonder- 
ful debate about what Uie Government needs to buy for its own 
purposes. Versus what it buys in terms of surplus dairy products. 
Where would that number be today in your opinion? 

Mr. Mengel. I am not sure I can give you a specific number 
today, but it seems like regardless of what number we establish, 
the question is getting the surplus products that we buy to fit into 
the progreim demands that we have. 

In the last few years, as you are well aware, most of oiu: piu:- 
chases of siuplus has been in the form of butter, which is not — 
there is only a limited amount we can use in our school programs 
and other programs. So we have had to go out on the open market 
and buy cheese for those programs at market prices. 

So even though we can probably use in the neighborhood of 50 
or 60 million poimds of cheese for schools, it is not available tmder 
the program eis we are presently getting surplus product. 

Mr. WEBER. Mr. Gunderson, we will take a look at that and get 
a further answer. 

Mr. Gunderson. That would help us. 

[The information follows:] 
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Apswer : The Depar±ment of Agriculture (USDA) purchases sone 
dairy products using appropriately funds for the school 
programs, child care and other direct distributions like the 
Food Distribution Program on Indian Reservations. In Fiscal 
Year 1992, USDA purchased Blmost 60 million pounds of cheese 
and over 12 million pounds of nonfat dry milk for these 
programs. The Commodity Credit Corporation (CCC) also is 
required to donate 9 million pounds of cheese and 4 million 
pounds of nonfat dry milk to the Commodity Supplemental Food 
Program. The combined total of purchases from appropriated 
funds and required donations is nearly 68 aillion pounds of 
cheese and over 25 million pounds of nonfat dry milk. This 
represents the total Government need for domestic food 
assistance programs. 

The U.S. Army buys 1 million pounds of butter, 2 million 
pounds of cheese and 10 Billion pounds of nonfat dry milk for 
overseas use from the CCC, when available. 

If available froM CCC stocks, the military, the Veterans 
Acbiinlstration and the Bureau of Prisons will accept donations 
of 8 million pounds oC butter and 6 million pounds of cheese. 

CCC also donates annually about 150 million pounds of butter 
to the school lunch program, the Emergency Food Assistance 
Program (TEFAP) and institutions. 



dbvGoogle 



Mr. GuNDERSON. I frfmkly would like to see, as we begin amend- 
ing this bill, if we could design a program where the Government 
bought what it needed and we then took a good, hard look at 
whether we actually have to continue that 10-cent assessment for 
reconciliation. Then I would like to see if we can give the board the 
ability to raise part of that assessment and the autiiority to really 
take control of the program once the Government needs are met. 

That is going to make this self-help board more powerful while 
reducing ^e Government role. However, I think that* s where ev- 
eryone wants to end up and we ought to be looking at tiiose num- 
bers. 

Thank you, Mr. Chairman. 

Mr. VOLKMBR. Thank you. 

The Chair would like to recognize the gentleman from California, 
Mr. Condit. 

Mr. Condit. Mr. Chairman, I have a prepared statement that I 
would like to submit for the record. I iLank you for holding this 
hearing. It is an issue that is important to all of us. 

I represent dairy districto, and I would just like to submit this 
for Uie record; and I have questions if I am stUl here later. 

Mr. VOLKMER. For the record, the gentleman's statement will ap- 
pear at the beginning of the hearing. 

Mr. Condit. And I would like to say that I am working on a 
issue on the floor, £uid I may have to leave in a little bit, and I m^ 
submit written questions. 

Mr. VoLKMER. Perhaps if you two gentleman would get together 
on something that is going on on the floor, then you could resolve 
it right here. 

Mr. GuNDERSON. Perhaps we could move this hearing to HC-5. 

Mr. VoLKMER. I have several questions. In answer to the gen- 
tleman from Oregon's question about when you projected that you 
would reach the 7-billion-pound figure in 1995, if this legislation 
was in effect. Is that correct? 

Mr. Weber. That is correct. 

Mr. Mengel. No, looking at oiu* current baseline without this 
progrfun, we estimate that in 1995 we will be above 7 billion 
poimds. If this program were in e£Fect, I think it would further en- 
sure that we would be above 7 billion poimds in that year. 

Mr. Volkmer. In other words, we are going to be there without 
thisbiU? 

Mr. Menobl. Correct. 

Mr. Volkmer. That is your estimate? 

Mr. Weber. That is our estimate right now. 

Mr. Volkmer. What do you estimate the price to be at that time? 

Mr. Weber. Well, we are looking at between $11.80 and $12, all 
milk price. 

Mr. Volkmer. And no program to remove the excess except 
through thp CCC? 

Mr. Weber. Yes. 

Mr. Volkmer. Right, the existing. Isnt that going to 
increase 

Mr. Weber. You also have— the DEI? program is operating with- 
in tiiose estimates. 
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Mr. VOLKMBR. Well, we may not have a DEIP program, or very 
much of oae; isn't that right, Mr. Wicks? 

Mr. Wicks. We will have it through 1995, and after that we will 
have to fiill under the disciplines. 

Mr. VoLKMER. Right, so not too expensive. Now, on the question, 
Mr. Wicks, the gentleman was asking about the exports, the gen- 
tleman from Minnesota — and as I understand it under GATT, we 
go back to the 1986-1990 base, and then we move from that base 
and we have a reduction of so much — a certain percent over a pe- 
riod of time before we go into tariffing? Is that correct or incorrect? 

Mr. Wicks. No, we would end up having to reduce — I believe the 
figures were in our statement — but we would have to reduce, on 
average, 21 percent of the volume and 36 percent of the value in 
terms of our assistance. 

Mr. VoLKMER. Right. Over what period of time? 

Mr. Wicks. In 6years. 

Mr. VOLKMER. That is over 6 years. Now it doesn't make any dif- 
ference what we eire doing at tJoat time when that takes place. It 
goes back to 1986-1990 and we have to reduce on that basis, cor- 
rect? 

Mr. Wicks. Correct, sir. 

Mr. Volkmer. Now if we don't enact this, we are still going to 
have to reduce whatever we have based on it; and if we are already 
there, we don't have to reduce any? In other words, if we don't ftind 
DEIP much and we don't do muui in the future, and we pass; and 
GATT goes into effect, sad we have reduced it beyond 1986-1990, 
the same figures, we wouldn't reduce any, correct? 

Mr. Wicks. If I understand your question, Mr. Chairman, we 
have to reduce from the 1986 base 

Mr. Volkmer. And 1989. If we had already done it 

Mr. Wicks. If we had afready done it 

Mr. Volkmer. Because we didnt appropriate it, didn't provide 
funds or whatever, didn't have the surplus to get rid of, we don't 
have to do anything. 

Mr. Wicks. On that assumption, that is rirfit. 

Mr. Volkmer. If we have increased our DEIP and really gone up 
high, and we are really sending the stuff overseas, then we have 
to cut back? 

Mr. Wicks. Correct. 

Mr. Volkmer. Now if we put this little bit in here, that just be- 
comes a part of the total picture. You said it would be neutralized. 

It wouldn't necessarily be neutralized, would it? What if we have 
cut back on everything else and this is all that we are doing? 

Mr. Wicks. "Mr. Chairman, that is correct if we are at any time 
doing the DEIP that we are currently doing and we were not 
supplementing the DEIP, but rather replacing it with activities 
under this proposed legislation, I think your point absolutely 
makes 100 percent sense. 

Mr. Volkmer. What I am trying to get at is to say that the ex- 
ports provided for under this legislation would necessarUy be neu- 
tralized by GATT isn't quite accurate, is it? It depends on what is 
going on and depends on what the circumstances are, what other 
things we are doing as far as the Government, as far as exports, 
correct? 



dbyGoogle 



27 

Mr. Wicks. It does. 

Mr. Pbtehson. Mr. Chairman. 

Mr. VOLKMER. Yes. 

Mr. Peterson. If you would yield for just a second to clarify this, 
could you tell us what the DSIP figures are and how much we 
would oe over, if we would be over, if this actually went into effect? 
You may not have those numbers right with you today, but so we 
will know what we are talking about here, what is mat niunber 
that has to be reduced, and is the DEIP in excess of that iimount? 
So we know exactly what we are talking about here. 

Mr. Wicks. We can give you pretty close figures today Euid abso- 
lute figures at a fiiture time. 

[The information follows.] 
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Mr. Wicks. But to give you an idea, in 1992, we moved under 
the DEIP 155,436 tons of dairy products. And we would have to re- 
duce our dairy products exports by those percentages that we ear- 
lier mentionea from the 1986-1990 base, and that 1986-1990 base 
was only 117,000 tons. So we will have to cut our DEIP not quite 
in half just to meet the 1986-1990 level. 

Mr. Peterson. Thank you, Mr. Chairman. 

Mr. VOLKMEK. Now I would like to get to another matter that 
was brou^t up here. It really isnt a part of it, but I guess Emdl- 
lary. It could be. 

Mr. Wicks, I am a little bit disturbed about — as one who has a 
lot of suspicion about these so-^^alled agreements that are being ne- 

fotaated, whether it is NAFTA or GATT, and the reason is because 
see what is going on. 

And you mentioned the beef hormone. To my knowledge, there 
is no scientific basis for rejecting American beef because of the 
growth hormone that is used. There is no scientific basis whatso- 
ever that it midces that meat unhealthy. And the same thing ap- 
plies to bST. 

Now, we talk about — ^you sa^, if we get GATT, we are going to 
have to do this and this and this. And then I see what Europe does, 
and they violate GATT, and we don't do anything about it. And we 
are sajring that they can go ahead, we will sign up GATT, emd th^ 
are going to be able to say, no, you aren't going to send any milk 
over here with bST, or any beef with beef hormones, eind this or 
that and the other thing. I don't understand what goes on. 

Mr. Wicks. Mr. Chairman, I think you have identified the enemy 
very clearly as to how they operate. And we do need a new agree- 
ment that will bring more discipline so that we, the United States, 
have a little bett^^laying field than we currently do. 

Mr. VOUOCER. Thfink you. I appreciate that, because I don't see 
ihe fairness of it all. 

I have no further questions. Does anybody else have any ques- 
tions? 

The gentleman from Oregon. 

Mr. Smith of Oregon. Thank you, Mr. Chairman. 

As I understand this program, there is a third tier which kicks 
in— call it a third tier if you will, an additional provision if you 
don't want to call it a third tier^-when we exceed 7 biUion pounds 
annually and when the price falls within 60 cents of the target. 

There is what is called the targeted excess — ^for 2 months, for 2 
months there is a targeted excess purchase reduction, which ap- 
plies. And I understand that new producers, or producers who have 
eoqianded production, are treated similarly with those that haven't 
enanded. So it am)hes to eve^one 

Mr. VOLKMER. Will the gentleman yield? 

Mr. Smith of Oregon. I would like to finish my point. 

Go ahead. 

Mr. VOLKMER. I think that is not quite correct. I think Mr. 
Mengel, in answer to your earlier question, when you have that 7 
billion Emd the 10, 1 beheve it is only against those that exceed the 
base or the qiu>ta. 

Mr. Menoel. When we estimate it is ^oing to exceed 7 billion 
pounds for a year, the first thing we do is put an assessment on 
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every hundredweif^t of milk to pay for the cost over 7 billion 
pounds. Then, if we have 2 months during that year when the price 
18 less than 50 cents — and tiiis is U.S. manufacturii^ price, is leu 
than 50 cents — over the support level, then we are required to put 
in a two-tiered program. 

At that point, the eissessment that has been charged on every 
hundredweight of milk is just charged on overquota milk. So when 
we were taUdng before, I said that the average assessment would 
be about 2 cents on every hundredweight of milk. If we have to col- 
lect that on just the overquota milk, we would be talking several 
and perhaps as much as $8 or $10 on just that milk that is atxive 
the producer's quota. 

Iiiu*. Smith of Oregon. Applied to new producers, as weU as those 
tiiat e^and, as well as those that have not expanded. 

Mr. Mengel. On new producers. The new producer is one that 
doesn't have a base, wasnt in production during the same month 
in the previous year. He has an assessment charged on 25 percent 
of whatever he delivers that month. 

Mr. Smith of Oregon. And what about the guy who expands? 

Mr. Mengbl. The guy that expands has the assessment placed 
on every hundredweight of milk that he markets that exceras hia 
marketings in the same month of the previous year, up to 25 of his 
current marketings. 

Mr. Smith of Oregon. And the person who didn't ei^and? 

Mr. Mengel. He nas no assessm^it charge. He is all within his 
quota. 

Mr. Smith of Oregon. All right. I would like for you to, if you can, 
supply for the record — ^let's apply this bill to the pEtst 3 years of 

Eroduction in the country — ^which, by the way, has exceeded 7 bil- 
on pounds 26 months out of the last 60 months — apply this pro- 
gram; Euid I'd like your estimates on what it would mean as to tiie 
price of milk in that period, and what it means to production, and 
what it means as fkr as assessment to dairy producers. 
Mr. Weber. Mr. Smith, we will do that. 
Mr. Smith of Oregon. Fine, thank you. 
[The information follows:] 



Mr. VOLKMER. I have no iiirther questions. Does any i 
have any further questions of this panel? 

If not, I want to thank you very much, Randy, and thank you for 
your patience. I appreciate the additional information to the addi- 
tional questions as soon as possible, and then the overall viewpoint 
and everything. That can come later, and we will hold the record 
open until we get the answers to those questions. 

With that, we are going to recess the hearing at this time and 
go vote; Eind then we will come back and proceed with our other 
panel, Mr. Barr, Mr. Tillison, and Ms. Ozer. 

[Recess taken.] 

Mr. VOLKMER. The subcommittee will resume its meeting. 

Our next panel will be Mr. James C. Barr, chief executive ofScer, 
National Muk Producers Federation; Mr. James E. Titlison, execu- 
tive director eind chief executive ofiEicer of the Alhance of Weston 
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Milk Producers; and Ms. Kathy Ozer, executive director, National 
Family Farm Coalition, Washington, DC. 

Your statements will be made a part of the record. You may simi- 
marize your statements or give your statement in flill. 

We will begin with Mr. Barr. 

STATEMENT OF JAMES C. BAKR, CHIEF EXECUTIVE OFFICER, 
NATIONAL MILK I^ODUCERS FEDERATION 

Mr. Barr. Thank you very much. Mr. Chairman, with your per- 
mission, I will not read my statement; I would like it included in 
the record. However, I do have a few comments that I would like 
to make. My desire is to get to the questions and be able to respond 
to them as quickly as possible. 

First of all, we want to thank you, Mr. Chairman, for introducing 
H.R. 2664, and we want to thank Mr. Gunderson for joining you 
in that effort. We think it is a good time to consider this legislation, 
and we think that you are certainly providing a great help to the 
dairy industry in doing what you have done. 

As I was sitting here listening to the previous witnesses, I was 
reminded of a comment by one of the great philosophers of our 
time. Yogi Berra, because it sounded to me like "deja vu all over 
again." I thought perhaps I had gone to sleep 2 years ago and 
awakened to tmd mat we were here testifying on the bill mat we 
came to this subcommittee with in 1991, which would have in- 
creased the support to $11.60 and would have implemented a two- 
tier pricing plan. 

The bill tnat we are talking about today falls far short of that, 
as you mentioned in your opening remarks. This is not a two-tier 
pricing bill. This is not a three-tier pricing bill. This is not a supply 
management bill. What this is is a bill that creates a partnership 
between the Federal Crovemment and the dairy industry to inter- 
vene in the market to prevent siuplus dairy products from going 
to the Commodity Credit Corporation. 

The purpose of this bill is not to deal with surpluses once they 
get in excess of 7 billion pounds. The purpose of this bill is to pre- 
vent the dairy industry from getting into that position in the first 
place. 

Mr. Mengel mentioned during his testimony that USDA's projec- 
tion now is that we will be at 7 billion pounds by 1995. CBO, on 
the other hand, has projections that removals wUl be well below 
that level. CBO rarely gets above the 5-billion-pound figure be- 
tween now and the end of the 1996 farm bill. 

Our own estimates are somewhere between the CBO and the es* 
timates of USDA. But if we are in fact going to use USDA figures 
and if we are in fact, by 1995, going to be at a 7-biUion-poimd8 sur- 
plus level, what happens to the 2 biUion pounds that is going to 
disapf>ear frt)m the market because this board has intervened find 
done its job and removed those siuiiluses back to 5 biUion pounds? 
Are we still going to be at 7 biUion pounds? 

That would imply, by 1995, with the modest price increases that 
we are going to see in this bill, that we would nave been at 9 bil- 
lion pounds at that point in time: and I think that is highly im- 
likely. 
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tive effect on producer prices. The national milk ^lan appears to 
only detil with suiplus removal, not surplus prevMition. 

Another (juestion: Can a producer-operated bxireaucracy be any 
more effective than the USDA is in dealing with dairy surpluseB? 

It appears that all the actions of the proposed Dairy Stabilizaticm 
Board need USDA approval. Because of tms, will the new board be 
duplicating USDA activities or vice versa? Perhaps the board 
should be given an advisory capacity to the USDA rather than cre- 
ating another entire bureaucracy. 

Is it reahstic to expect that the Dairy Stabilization Board can 
teike over Government export sales programs like DEIP? GSM cred- 
it and a Government commitment to expanding export sales of 
dairy products throueh DEIP or producer-funded, DElP-type pro- 
gTEuns is critical. We believe that a progriim such as that proposed 
by the NMPF C£umot succeed unless the Government is, zind will 
continue to be, fully committed to these programs. 

Will Government forego the politics of exports if producers as- 
sume a m^or share of such program costs? For several months the 
Alliance has been involved with National Milk and other organiza- 
tions in attempting to open the Pacific Rim to the DEIP program. 
The USDA is supportive of this, but its proposal has run up 
against the concerns of other Government Departments tibat are 
being lobbied heavily by our competitors from other countries. We 
wonder how a producer-funded program would operate, considering 
the realities of international pohtics. 

Does the proposed program address the real dairy surplus pro- 
gram? A review of CCC purchases and DEIP sales shows that t&re 
IS a small milk surplus, but a large milkfat surplus, £uid ^t the 
proposed program continues to aim at reducing national milk pro- 
duction. The industry needs to address reducing production of 
milkfat. Neither the national milk plan nor the continued adjust- 
ment in the value of milkfat will reduce the production of milk&t 

What is the purpose of the excess purchases provision of their 
plan? The excess purchases provision of the plan is unnecessarily 
complicated and we believe adds Little to the overall impact of the 
program. As USDA testified, it is also a bookkeeping nighbnare fto* 
those paying producers for milk. In addition, it does not ^ve pro- 
ducers the opportunity to plan to avoid these excessively mgh pen- 
alties for excess production. 

What does the national milk program offer dairymen that the 
current program doesn't? In 1992, net CCC removals of surplus 
product were 5.5 biUion pounds milk equivalent, on a total solids 
basis. Milk prices averaged about $13.15 a himdredweight and 
milk production rose just 1 percent. So far in 1993, the CCC agedn 
is only buying butter, milk production is just 1 percent ahead of 
1992, and tiie average milk price is within 1 percent of last year's 
price. These facts indicate that at lecist for the time being, the cur- 
rent program is operating relatively effectively. 

Because of the miuiy unanswered questions and because the cur- 
rent program seems to be functioning adequately, the Alliance be- 
lieves that fine-tuning of the current progriun now is preferable to 
auickly adopting a new program. TowanT that end, we recommend 
[le subcommittee consider me following for adoption as part of the 
reconciliation process: 
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STATE MENT OF JA MES E. TILUSON, EXECUTIVE DIRECTOR 
AND CHIEF EXECUTIVE OFFICER, ALLIANCE OF WESTERN 
MILK PRODUCERS 

Mr. TnxisON. Thank you, Mr. Chairman. We appreciate being 
given thia opportunity to address ^our subconunittee regarding ihe 
National Muk Producers Federation's self-help plan, "me Alhance 
of Western Milk Producers represents over 90 percent of the dairy 
farmers in California, producing over 90 (percent of the milk. 

In the past, the daii? industry has waited to develop a program 
until it finds itself in me midst of a major crisis. This has resulted 
in iirograms in the past that were usually short term in nature and 
designed only to address the immediate problem. We, first of all, 
want to congratulate the National Milk Producers Federation for 
breaking wim tradition and beginning to develop a miuor daiiy 
program when our industry, overall, is not in the middle of a m^yor 
crisis. 

However, it is because we are not in the midst of a crisis tiiat 
the Alliance questions the need to push this proposal throu^ on 
what appears to be an emergency basis. 

National Milk's proposal is a miiior departure from the current 
dairy pro-am. As su<^ it needs to be fiiUy reviewed and evaluated 
by all dairy farmers. Then it should go timmgh the full legislative 
process ramer than being rushed through Con^ss now. 

Dairy farmers in Caliiomia produce approximately 15 percent of 
the Nation's milk, and, therefore, have been and will be paying 15 
percent of any dairy program's cost. Unfortunately, th^ were not 
given an opportunity to oecome directly involved in the develop- 
ment a£ the pr^am you are considering today. 

Two States, Wisconsin and California, dominate milk production 
in this coantxy. Each State can have a major impact on the total 
amoimt of milk produced nationally with a relatively small in- 
crease in production. Together the dairymen in these two States 
pay nearly one-third of uie assessments being collected imder the 
current program. 

However, only one State, Wisconsin, was involved in the develop- 
ment of the national milk program and only one, Wisconsin, gets 
the level of representation on tiie board that it shoiUd, given Has 
amount of milk it produces, 24 biUion pounds. We believe tiiis situ- 
ation should be corrected. 

Ctdifomia produces 22 billion pounds of milk. The next closest 
State in milk production is about 12 billion pounds. Th^ is not a 
case of having to draw the line somewhere. Two States dominate 
milk production in the United States and both should be equally 



We believe a complete eranomic analysis and feasibility study of 
the m^ior provisions of this new program should be completed. 
There are numerous questions that need to be fuUy explorod, before 
the industry and Congress can accurately judge tbua program. 

First of all, how does this plan prevent surpluses from occurring? 
A surplus is a surplus whether it is sold to the Commodity Credit 
Corporation or exported. The cost of disposing of a surplus and its 
negative impact <m the producer is greater after it occurs. A review 
of milk prices since 1988 shows that not producing excess milk in 
the first place has been the most positive— has had the most posi- 
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tive effect on producer prices. The national milk plan appeara to 
only deal with surplus removal, not surplus prevention. 

Another (juestion: Can a producer-operated bureaucracy be any 
more effective than the USDA is in dealing with daiiy surpluses? 

It wpears that aU the actions of the proposed Dairy iStabiUzaticm 
Board need USDA approval. Because of this, will the new board be 
duplicating USDA activities or vice versa? Perhaps the board 
should be given aa advisory capacity to the USDA rather than cre- 
ating another entire bureaucracy. 

Is it realistic to expect that the Dairy Stabilization Board can 
take over Government export sbIbb progreuns like DEIP? GSM cred- 
it and a Government commitment to expanding export sales of 
dairy products through DEIP or producer-funded, DElP-type pro- 
grams is critical. We oelieve that a program such ets that propped 
by the NMPF cannot succeed unless the Government is, ana will 
continue to be, fully committed to these programs. 

Will Government forego the politics of e^wrts if producers as- 
sume a m^or share of such program costs? For several months the 
Alliance has been involved with National Milk and other organiza- 
tions in attempting to open the Pacific Rim to the DEIP program. 
The USDA is supportive of this, but its proposal has run up 
against the concerns of other Government Depeirtments that are 
being lobbied heavily by our competitors from other countries. We 
wonder how a producer-funded program would operate, ccmsidering 
the realities of mtemational pohticB. 

Does the proposed program address the real dairy surplus pro- 
gram? A review of CCC purchases and DEIP sales shows that there 
is a small milk surplus, but a large mUkfat surplus, and yet the 
proposed program continues to aim at reducing national nulk pro- 
duction. The industry needs to address reducing production of 
milkfat. Neither the national milk plcm nor the continued acHust- 
ment in the value of milkfat will reduce the production of milk&t 

What is the purpose of the excess purchases provision of thedr 
plan? The excess purchases provision of the plan is unneces8aril5 
complicated and we beUeve adds Uttle to the overaU impact of the 
program. As USDA testified, it is also a bookkeeping ni^tmare for 
those paying producers for milk. In addition, it does not give pro- 
ducers the opportunity to plan to avoid these excessively hi^ pen- 
alties for excess production. 

What does the national milk program offer dairymen that the 
current program doesn't? In 1992, net CCC removals of surplus 
product were 5.5 billion pounds milk equiveilent, on a total solids 
basis. Milk prices averaged about $13.15 a hundredwei^t and 
milk production rose just 1 percent. So far in 1993, the CCC again 
is only buying butter, milk production is just 1 percent ahead of 
1992, and the average milk price is within 1 percent of last yestr's 
price. These facts indicate that at least for the time being, die cur- 
rent program is operating relatively effectively. 

Because of the many unanswered questions and because the cur- 
rent program seems to be functioning adequately, the Alliance be- 
lieves that fme-tuning of the current program now is preferable to 
auickly adopting a new program. Towarcfthat end, we recommend 
le suDcommittee consider the following for adoption as part of the 
reconciliation process: 
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First, offer producers the option of contractiiig in advance not to 
increase milk production, and in this way not pay any assessment 
at all. Two programs that were effective in reducing milk produc- 
tion were the 19S3 dairy diversion program and the 1985 buyout 
program; both had advance contractmg options for dairymen. Con- 
tracting in advance not to have to pay 15 or 20 cents from your 
milk check would be a real incentive for some producers not to in- 
crease milk production in the first ^lace. Contracting in advance 
would also allow the Secretary of Agriculture to more accurately es- 
timate milk production and thus the possible surplus; 

Second, change the law so that the assessment for CCC ptir- 
cbases in excess of 7 billion pounds is also refundable to producers 
who don't increase production. The 1990 farm bill and budget recol- 
lection process does not allow this to be refunded. The Alliance 
feels that the addition of this refund, just as National Milk feels, 
could encourage more producers not to increase production; 

Third, require the tlSDA to increase the use of dairy foods in 
market-oriented nutrition programs like WIC and the school lunch 
prc^ram in amounts equal to what the dairy assessments paid by 
milk producers are. In 1993, dairymen will pay $220 million in as- 
sessments. Under our suggestion, USDA would increase coupons 
for dairy products to WIC participants and/or moneys allocated to 
school lunch programs for the purchase of dairy products by this 
amount. Such a program would move an additional 100 million 
pounds of cheese or 100 milUon gallons of milk throu^ commercial 
channels to feed hungry children and also give dairymen a return 
on their assessments; and 

Final^, we think that the committee needs to consider curbing 
the USDA'e ability to make additional butter/powder price adjust- 
ments. It is far from clear that there is any real impact on the pro- 
duction of butter, or the sales of butter, from just continuaUy low- 
ering the support purchase price of butter. Butter is currently at 
the world price, while the nonfat dry milk support purchase price 
has increased over 20 percent in the last 18 months find is nearly 
30 cents above the world price. There are definite signs that the 
domestic sales for nonfat dry milk are being affected and will be 
affected by continual increases. 

In closing, I would like to emphatically state our willingness to 
work with National Milk to reach consensus on a self-help program 
that producers across the country can support. 

Again, Mr. Chairman, thank you for your allowing us to partici- 
pate in this hearing. And I will be available for questions. 

[The prepared statement of Mr. Tillison appears at tiie conclu- 
sion of me nearii^.] 

Mr. VOLKMER. Iliank you. 

Ms. Ozer. 

STATEMENT OF KATHY OZER, DIRECTOR, NATIONAL FAMILY 
FARM COALITION 

Ms. Ozer. My name is KaU^ Ozer. I am pleased to represent the 
position of the dairy farmer members of the National Family Farm 
Coalition. Dairy leaders fix)m our organization were unable to be 
here on short notice and many are tr^ng to deal with droughts and 
floods and other farm crises. 
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I testify here today in oppositioii to H.R. 2664. As I sat here, 
also, at the beginniiur of me hearing, similar to what Bfr. Ban 
said, I would ^ve thought that what was being debated was a 
comprehensive long-term dairy poUcy, given the kinds of argo- 
ments and the kinas of points that were being raised. We feel that 
is what should be being discussed. 

I know that there are some who feel that politically it is not 
gdng to work at this time. We feel that in terms of what is h^poi- 
ing m the countryside, that dairy farmers who have been strug- 
ghng to survive need a change in pohcy that really reflects some 
of their costs of production, the wnole way the system operates, 
and it should not be being d<me through what is a ahort-t^m pol- 
icy. 

We and our member groups around the country have concerns 
about both the substance of what is in H.R. 2664, as well as the 
timing of the proposal. We are stnmgly opposed to its being part 
of the budget reconciliation, and feel that it should be a aulgect of 
long-term discussion and debate, not simplv a hearing today arul 
reconciliation this week and sort of moving tnrou^ the process. 

Many of the farmers and groups around tiie country jpartidpated 
in responding to USDA's caU for proposals on changes ui dairy ptA- 
icy in 1991. We urge the Department to revisit those prqposalB 
from the Ccmgressional Budget Office and others to recalculate 
some of those estimates and to really take a new look at what some 
of tiiose proposals could do and should do to really change what is 
going on for farmers in rural communities across the country. 

One point that I know has been raised quite a bit this aftemooQ 
already is the whole issue of bloc voting. And that is an issue of 
major concern to our member organizations. Today in Madistm, 
Wisconsin, there has been a court hearing underwf^ on the class 
action lawsuit against the co-op bloc voting that is being utilized 
by the Department in the referendimi vote on the National Daity 
Board this August. We feel that both the creation of the program 
and the election of the board should not be something that is ac- 
complished by bloc voting, but there should be a broader participa- 
tion of farmers in the develt^ment of the policy and its implemen- 
tation. 

We are particularly concerned — and it is an issue that is at the 
core of what we have alwajra supported — about ^orts to truly in- 
crease dairy farm and net farm mcome. The response l^ USDA of 
not bein^ able to show euiy guareintee or projections on increases 
in farm income is the same tvpe of question that we feel needs to 
be on tiie table, and we need to look at who wins cmd who loses 
from this kind of policy. 

As in the past, we stron^y support an effective two-tier supply 
management program with that nrat tier set at a level that reffects 
cost ot production, which based cm USDA numbers is around $16 
for 1990. In addition, a farmer should be getting some reasonable 
return on their investment. We feel tiiat is the kind of policy that 
should be being discussed, and despite Ihe reaction to this proposal 
as a two-tier program, the reality is that we don't feel that is what 
it will accomplish. 

We too dont want a 2 to 3 percent surplus in the milk production 
to drive the rest of the market down. And that is a concern both 
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in terms of domestic production and how this new e^mrt promotion 
oi^-export would in fact operate in terms of diunping excess prod- 
uct on the international markets, which could have other ramifica- 
tions as well. 

So, the issue that was also brought up in terms of BGH is that 
we strongly support the 15-month moratorium Uiat was included in 
tiie Senate budget bill and the discussion about what are produc- 
tions for super-assessments and di£Ferent purchases. We would con- 
tead that keeps BGH off the market for the next year, enabling 
tills committee and others to participate in developing a sensible 
policy, and does not create a situation that farmers, whether they 
use BGH or not, are going to be p^ing that super-assessment if 
and when it kicks in down the road. 

I have listed some different questionB Euid concerns. Some of 
them have come up already in the testimony. I think at the core 
of it is the compHcated process of the different tiers, but really, the 
bottom line, whether it is transparent or whether it comes out of 
tiie milk check, is what kind of assessment is the farmer paying? 
What kind of price are we going to be receiving for the milk that 
they are producing and how does it really contribute to the ability 
of feirmers to stay on their farms? 

Last month, a month ago tod^, many of us were in York, Penn- 
sylvania, at the dairy summit. There were serious concerns and 
really a crisis call from many family farms across the country. For 
many of those same farmers, they are dealing with a widespread 
disaster. And I know in Missouri a lot of farms are underwater. 
And there is a concern about the inability of farmers to be able to 
reflect any of those increased costs when they sell their milk at the 
farmgate. 

I think those issues need to be addressed, not just in budget rec- 
onciliation, but in the next few monliiB; emd we look forward to 
working you with and your committee in forging some sensible pol- 
icy down the road. 

[The prepared statement of Ms. Ozer appears at the conclusion 
of the hearing.] 

Mr. VOLKMER. Thank you very much. 

The gentieman from Florida. 

Mr. LiEWlS. No questioDS. 

Mr. VoLKMBR. The gentleman from Minnesota. 

Mr. Peterson. Mr. Chairman, I apologize for missing some of 
this testimony. 

But Ms. Ozer, you are somewhat familiar with your folks' posi- 
tion on this. If we can eliminate bloc voting and make sure that 
this bofud is controlled by producers, do you think that would 
change the position of your organizatioD as it relates to this? 

Ms. Ozer. I think the concern about bloc voting is one issue. The 
bigger issue is how does this policy, even though it is framed as 
a ^ort-term policy, really limit the ability of a longer-term poUcy 
getting enacted and really getting put into place over the next cou- 
ple of yeaifl? 

Mr. Peterson. That is a good question. I guess it is hard for me 
to understand how this does limit it. 
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How does this move us away from the goal that you went to 
achieve? It seems that it moves us in that direction, so it is hard 
for me to understand that position. 

Ms. OzER. I think part of the concern is that it appears to really 
stabilize the price, when it is the $10.10 to $11.60 range, and then 
kicking in these addition^ll tiers; and it does not necessarily have 
any real sense of movement upward in either the sense of the 
mechanisms that would increase dairy farm income 

Mr. Peterson. But, we are going to have a 16.5-ceDt assessment, 
from what I understand, no matter what we do. That is going to 
be wasted — well, in terms of the dairy industry, anyway. It is going 
to be used to reduce the deficit. 

If this program works, it wiU improve prices a little bit and we 
vrill be a little better off than we are. If it doesn't work, we will 
be back here looking at something else. In this program is some 
element of supply management, which some of ua have wanted. 
Not what a lot of people want, but I mean it moves ua in that di- 
rection. 

I have a hard time seeing what is in this that moves us in the 
wrong direction toward the goal that a lot of people want to 
achieve. And if it doesn't work, I think we clearly will be ba^ here 
at some point considering some other type of legislation. 

But I mean, to be honest with you, I bet there aren't five votes 
on the committee for two-tier supply management right now. And 
that is just the reality of where we are. 

Ms. OZER. I think one question, though, is reaUy whether it is 
a 20-cent assessment or whether it could be significantly higher. I 
think both the way it triggers in and the levels, it is not capped 
at 20 cents in my reading of the proposal. 

Mr. Peterson. But that is the supply management portion of 
this bill, if I imderstand it. And that is exactly how it is supposed 
to work. Those people that are causing this excess production are 
^oing to be penalized heavily if we get into this situation, if they 
mcrease production. Is that how it works? 

That is how supply management is supposed to work. 

If you have two-tier, it is going to be tiie same kind of situation. 
It may look a little different, but it is going to operate basicdly Oie 
same way. 

Mb. Ozer, But we strongly support a second-tier assessment in 
the kinds of proposals that—we support it, but we support it with 
the first tier being significantly higher. That is one of the concerns. 

The other concern is that the way the different proposals kick in 
and kick out, it seems like it would create some real problems in 
farmers' planning and making some decisions in terms of what 
production 

Mr. Peterson. If I could design this, I would probably design it 
differently, too. But you can see how much unity we have already 
afl»r they have done a lot of work on this. 

I mean, the reality of all of this is that if we are ever going to 
get any unity, we are going to have to start some place where we 
can all agree. I thought we were maybe close to some point, but 
I am not so sure after what I hear from some of my colleagues. We 
have a bimch of work to do, eo, I don't want to belabor it. 
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Mr. Tillisim, I was reading the end of your remarks here. And 
I think you have some good suggestions. Did you make these sug- 
gestions to National Muk while they were going throu^ this de- 
bate? 

Mr. TiLLisoN. We were not given that opportunity. 

Mr. Peterson. Is tiiat true, Mr. Barr? 

Mr. Bark. I would disagree with Mr. Tilhson on that. We had a 
large session some years ago when we were very much in the em- 
bryonic stages of our proposal, and we invited them in at that time. 
Then, on June 7, we hfid a meeting in my office, Mr. TiUison Euid 
his chairman, the general manager of Western United Dairymen, 
Jay Gould, and his chairman were both in. 

We went through the program at that point in time in great de- 
tail with them. 

Mr. Peterson. Were these specific items brought up to you? 

Mr, Barr. They were not. We certainly would have no problem 
with advanced contracting. We have in our bill, refundabihty over 
7 billion pounds. We would certainly agree with Mr. TiUison that 
some way of increasing tihe sunount of daiiy products going into 
WIC and earmarking some of the current assessment for that pur- 

rise — ^we would hig^y siipport that. Our poHcy is and has been for 
or 6 yeaiB, that we make no further changes in the tilt between 
butter find powder. 

And we agree, Mr. TiUison, that this last change is putting us 
dangerously close to a situation where we may be getting close to 
pricing ourselves out of that market. 

So each of the recommendations that he made, I would say that 
National Milk wouJd agree with. 

Mr. Peterson. Then why aren't they in the biU? 

Mr. TiLUSON. I think one of the reasons is that National Milk 
did not have the biU totally fleshed out untU just prior to our meet- 
ing on June 7. I did not have a board of directors meeting after 
wmch I could go to Jim and say, here is the situation. 

Mr. Barr. But since we are here building consensus, I want to 
am to you that we would embrace their recommendations. 

Mr. TILLISON. And we wiU work with National Milk for a self- 
help program that wiU work. 

Mr. I^TERSON. I recognize that, and I appreciate your sugges- 
tions. I think they are good ones. 

I look forward to working — ^if the chairman wiU give me some 
more time. I am out of time. 

Ms. OzER. There are many dairy farmers who have been working 
with our organization who Uke pieces of this proposal, see that 
there are some areas that there could be some ctiEmges, but at the 
same time, have felt the sense that it is being approved by aU dairy 

groducers. So that it has this nationeil support is not necessfirUy re- 
active of a lot of their individual input themselves. And that 
doesn't mean that there isn't some way to look at this and be very 
dear that it is a short-term poUcy. But it certainly is not a long- 
term solution to what a lot of the problems in fact are around the 
counti ^ 

Mr. PETERSON. WeU, that may or may not be the case. I guess 
the way I look at this, if we put this into effect, we are not going 
to be any worse off them we are. And if it works Euid stabilizes 
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prices and keepa us aw^ from these $10.10 prices in the Midwest, 
we are going to be a lot better off, so I have a hard time seeing 
the downside. 

I think the bloc voting is a big problem politically. I have made 
that clear, I think. 

Mr. Barr. Could I make one comment, Mr. Chairman and Mr. 
Peterson? I think we are overlooking one thing. We have been be- 
fore this committee many times in the past few years seeking an 
increase in the support price. Just 2 years ago we started out see- 
ing an increeise at $12.60 and then we moved to $11.60 Eind then 
we moved to $11.10 and we ended up ri^t where we started ofiF 
at $10.10 because we kept running mto the siune problem with 
how the CBO scored those particular events. And we are ham- 
strung by that process. 

We have come back in response to this committee's almost de- 
mand with a program that is market oriented. This program is 
market oriented, and if you take a look at the ^raph that is in our 
testimony, you can clearly see tiiat if you can lunit CCC removals, 
you can get market strength. If you don't, you don't get market 
strength. 

You can take a look in 1989, CCC removals were about 4 billion 
pounds. The average price that year was slightly more than $13.50. 
You take a look at 1990, CCC removals were 4.5 billion pounds and 
we had the highest milk prices we have ever had, $13.76. 

Conversely, if you take a look at 1988 and ISiiSl where CCC re- 
movals were averaging between 6.5 and 7 biUion pounds, you were 
barely above the support price, and the all-milk price or the aver- 
age milk price was somewhere down in the $12-range. 

Clearly, if you can't get an increase in the support price— and 1 
would suggest that we have gone down that road so many times 
that I have almost come to admit, myself, that I think that is an 
impossibihiy — ^this is the next best way to get there. 

Mr. Peterson. Thank you, all of the witnesses. I think you pro- 
vided some good iimut and we appreciate your being with us. 

Thank you, Mr. Chairman. 

Mr. VOLKMBR. The gentleman from Wisconsin. 

Mr. GuNDERSON. Thank you, Mr. Chairman. I read all your testi- 
mony while I was sitting over on the House floor trying to partici- 
pate in the other debate, so I am aware of what has been said here. 

I regret, Jim, that I wasn't here to hear you say that Wisconsin 
won one over California in the membership on the ooard. 

Mr. Barr. I would have to admit with Mr. Tillison he did not 
have a vote on that issue. 

Mr. GuNDEBSON. Let's keep it that way, Jim. 

Just kidding, although I didnt think it was going to be a Wiscon- 
sin-California nriit. 

Mr. DOOLEY. We can always make it that. 

Mr. GuNDERSON. Will you expound a Uttle about your perspective 
on ihe butter-powder issue? We are struggling with that. USDA is 
struggling with that. Obviously, from an economic perspective, 
there are those who want to continue to take those steps necessary 
to get that butter price down to the world price. 

You heard Mr. Weber. He said part of our problem is not that 
we make purchases, hut that we piu'chase things we cant use. 
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You both have indicated that you don't like the butter-powder di- 
rection. I am not sure we have a choice. 

Mr. Babr. Go ahead, Jim. 

Mr. TiLLiSON. Steve, I don't believe that the National Milk pro- 
gram addresaea it. I don't believe that just continually dropi>ing the 
value of butterfat and reusing the vEUue of nonfat dry milk — be- 
cause that is what you have to do under the support program — lb 
going to solve the butterfat problem. 

We have a country that does not want butter&t. So what we 
need to do is look at and take the time to look at developing some 
new things. 

For example, Califismia is the only State in the country that pays 
on a component basis. When the current powder tilt was made bie- 
cause of the level powder prices were at, California dairymen took 
a 46 cent a hundredweight hit by lowermg that value oi butterfat. 
Component pricing is not part of the Federeil pricing systom. As a 
result, dairymen in the rest of the country took a 3-cent hit. 

Forty-six cents has dairymen in California looking at butterfat 
production. But 3 cento do^'t. 

Mr. GUNDERSON. Dont sell butt^. 

Mx. TILLISON. But we can'tprovide you with the nonfat dry milk 
to standardize your nulk in Wisconsin to make cheese out of it and 
not produce butterfat, too. 

Ik&. Bahr. Mr. Gunderson, I would agree that there is nothing 
in the bill that addresses that problem per se. We are not so much 
concerned about the downward direction in the price of butterfiat, 
although that does create a real price cut to dauy farmers, but it 
is more the other side of that equation, and that is every time you 
drop the butterfat price under the price support program, you have 
to raise the price of the solids nonfat — or the nonfat solids. 

We are concerned that we are getting that price at tihe present 
time hif^ enough that we could b^in to make ourselves non- 
competiBve in that market. I think the current support price is 
what, $1.03 for nonfat, and the market price is right around $1.05. 
So we are getting close to a point where we could be getting that 
price too hi^. 

On component pricing, the 1990 farm bill authorized component 
pricing in every FederfU order. There are a ntunber of component 
pricing proposals currently languishing in USDA because of the 
OTOcess to get those things moved through the pipeline and out. 
Once those come through and get approved by USDA, then in eveiy 
Federal order, they can price on hutterfat, have a butterfat dif- 
ferential, a protein differential, a solids nonfat differential. Maybe 
that kind of pricing tmder the Federal order program will get at 
the problem that Mr. Tillison is talking about. 

But to strictly do it tmder the price support program, we may 
have reached ihe end of our luxury in doing ihat. That is the point 
that I flTTi making. 

Mr. Tillison. Mr. Ounderson, that is Hie point that I am laak- 



"fir. 



. GuNDEBSON. Let me go on to the targeted excess purchases 
reduction issue. This gete into tiie modernization and the concern 
that we have. If we have 7 billion pounds and the price goes down 
to within 60 cento of support, we have a situation where we are 
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going to only raise the revenue from those people who increased 
production but only on 25 percent of their total imxluction, correct? 

Mr. Barr. That is correct. 

Mr. GUNDERSON. How do you differentiate between a new pro- 
ducer, a producer that is increstsing production sufficient to mod- 
ernize the facility, and a producer who is significantly ejq)anding 
production? 

I can put a table together for you — ^veiy frankly, it is really bi- 
ased toward the big guy, let's say Texas, for example. I have a 40- 
cow farmer in WiBconsin who increases production by 12 cows to 
finance the modernization of the bam, or the son is coming in to 
take over and he weints to do it at the 40-cow level. He is going 
to get a tax on 10 of those 12 cows' production. 

But on the other hand, if I have 1,000 cows in Texas and I dou- 
ble my production by another 1,000, he only gets taxed on 500. 
T^at IB a disincentive for the little guy modernizing his facili^. 
And I don't think anybody has intended it in this bill. 

Mr. Barr. It is certainly not the intent. And let me say one thing 
about that particular targeted asBesBment. It would be our expecta- 
tion and in fact our calculationB that we don't expect to get there. 
We think that if the board is in there fimctioning properly, that we 
won't get into a 7-billion-pound surplus figure, therehy preventing 
getting into that situation. 

But assiune that we are. The whole purpose, as Mr. Peterson 
said, in an incentive penalty-type of plfui — and this feature is an 
incentive penalty-type plan — is to put a penalty in effect if you are 
cleiirly in an oversurplus situation; to get out of it eib quickly as you 
can. One way to get out of it would he to set up a two-tier plan 
as suggested oy Ms. Ozer. I don't believe that is doable. 

Or another way would be to make the penalty on those that are 
producing severe enough that you would cut production back and 
you would cut it back very quickly. In terms of the way it would 
work, it would work on 25 percent of the surplus production of all 
producers, no matter how large they are. 

Mr. GuNDERSON. Why wouldn't you rather do it on all new pro- 
duction? Why limit it to 25 percent of total production? 

Mr. Barr. One of the reasons was to not overly penalize those 
producers who are expanding at a time when this made a lot c^ 
sense. They are in your part of the country and they see perhaps 
a need to increase the size of their herds so that they can cash flow 
the operation more effectively than they do right now. 

Say they double the herd, simply because they made a sound 
business decision that if we are going to be a viable herd we have 
to be milking 100 cows as opposed to 50 cows. And then, for some 
reason, we come into a situation where the over 7 billion pounds 
and the tzu-geted assessment come into effect. Rather than {lenalize 
them on all of that milk, given the same kind of a situation we 
would do a new producer and penalize them on 25 percent and only 
on the surplus production. That is the reason for it. 

Mr. GUNDERSON. In the interest of the vote, we will pursue this 
later. But thsmkyou. 

Mr. Barr. And I think I laay have a better answer for you when 
you come back. 

Mr. VOLKMBR. Do you have any questions? 
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Mr. DOOLBY. Yes. I have a list of the questions. 

IVfr. VOLKMER. Go with a few and we will come back. 

Mr. DOOLEY. On clarification of that last point, it is not 25 per- 
cent of the increase; it is 25 percent of the total production? 

Mr. Barr. That is right, only on 25 percent and then on the sur- 
plus of that 25 percent. 

Mr. VOLKMER. Say that again. 

Mr. Barr. It is on 25 percent — assume you were producing 
100,000 pounds a year, it would be only on tiie surplus of 25,000 
of those pounds, the surplus from the previous yeeirs base. 

One of the things we would hope to do is make the law a little 
more flexible than it is right now to give the board and the Sec- 
retary of Agriculture the right not to be punitive if you produce 1 
pound above last year — give them a little flexibility in that whole 
process. 

Mr. DooLEY. Getting back to the issue on new producers — and I 
am concerned about that — even a new producer coming in at 75 
percent, they are going to be at a significant competitive disadvan- 
tage. What constitutes a new producer? 

Mr. Barr. One who does not have a previous year's history. If 
you have a previous year's history, then if you were cutting back, 
you would cut back on the beise of that previous year. If you 
weren't producing last year, you have no history. So you assume at 
that point in time the 75 percent of the production 

Mr. DooLEY. Yes, but what happens thou^ if you have a busi- 
ness entity, a dairy that is set up as a corporation, subchapter S 
corporation that has a history, t^t sells that corporation? Does 
that ctury through the base? 

Mr. Barr. That is a legal question. I would think it would. I am 
sure that this circumstance has existed before during the diversion, 
during the whole herd, during other supply management programs 
Hiat have been in effect. And I am sure that USDA would hantUe 
it in the same manner that they handled those. I am not exactly 
sure that I know the answer to that question, but I will certainly 
try to ^t it to your office. 

Mr. DoOLEY. So if you had a family operation where the father 
was selling out to their son or dau^ter, would that be a new en- 
tity? 

Mr. Barr. That would depend upon the regulation; and again let 
me say, it would probably be handled the way it was during the 
diversion period and during the whole-herd buyout. I would assume 
tiiat if a family business passed on to other members of the family 
Uiat would be a continuation of tiie same business, and whatever 
ttie base was for the previous year would be the same in either cir- 
cumstance. 

Mr. DoOLBY. So it would be possible in this circumstance, if you 
had some dairy farms in Wisconsin and they were interested in 
selling out, they could form as a corporation and sell out to dairy 
flEurms in Florida or Texas and that would allow transferability? 

Mr. Barr. No, sir, because the base is your previous year's pro- 
duction. 

Mr. DooLBY. But does the base go to the entity? How are you 
goiz^ to regulate that? 
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Mr. Barr. It is the same vtay as it is under current law with an 
$0.1125 assesBment assessed on all producers. If, for whatever rea- 
son, your production this year was no greater than it was laat year, 
then you get a refund on that asBessinent. We would apply tiie 
same theory to the existing assessment and to the stabilization as- 
sessment. 

So we would handle it exactly the way it is being bandied ri^ 
now under current law. And there is no transferacolity of base in 
this circumstance under any way, shape, or form. 

Mr. DOOLEY. I guess my concern is more focused around the new 
starts find how are you going to define the entities in order to make 
this system work. What you are trying to do is maintain a level of 
supply management there. 

Mr. Barr. Just in that short period of time when you are in that 
situation where you are above 7 billion pounds and you are be- 
tween 60 cents and a $1.50 of the average manu&cturing price. 
That is the only time you eu-e going to be there with an assessment 
of that level in effect. It should be a relatively short period of time. 

'nieoretically, that would not be the right time to come into mJQk 
production, find that is true of any kind of incentive ^penalty pro- 
gram. You are trying to cut production at that point m time. Vou 
can't preclude new entries, but Eigain it is not economically a good 
time to come in. We would admit to that. 

Mr. VOLKMBR. We have to recess. We have to go vote, and we 
will be back. 

[Recess taken.] 

Mr. VOLKMER. The subcommittee will come to order. The g^- 
tleman firom California. 

Mr. DOOLBY. I have a question of Mr. Barr. Wlqr was the decision 
made to make ihe assessmrait of the pools rather than the individ- 
uals? 

Mr. Babr. Quite frankly, the main reason for that is tiie dairy 
farmers are facing so many assessments; you have your IS-cant 
eheckofi* for the promotion program, you are $0.1126 cents for the 
budget reconciliation assessment, ana now we are talking about a 
third assessment for stabilization; the possibilitv of a fburui assess- 
ment in current law for over 7 billion pounds of CCC removals, and 
then the penalty assessment. 

We felt that the one thin g we could do to make it very apparent 
to dairy farmers that the red flag was up that when you got into 
that over the 7-billion-pound range and that over 7-billion-pound 
assessment went into effect, it was our thou^t that if we make 
other assessments other than the checkoff assessments part of a 
deductibility &om the pool, that when that assessment starts to 
show on that producer's check, it is clear at that point in time that 
we are getting into a danger zone and it is time to start to regulate 
production a bit and cut back. 

That WEts the main reason for it. 

Mr. DooLEY. On the producer board, that would have the respcm- 
sibility to disuse of the surplus production. How are they going to, 
just fr<»n an miplementation, practical standpoint, how do you en- 
vision them — say in California where we have six major co-ops, 
what production is actually surplus, how are they going to nego- 
tiate and with whom? 
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Mr. Barr. Right now if ycm were intervening in markets today 
because of our production mix, and because of what is negotiable 
currency in the intemational markets you would probabty be inter- 
vening to stop nonfat diy milk, milk powder &om going to the 
CCC. In this country, we have a residual surplus of about 300 mil- 
lion pounds of powder. 

We produce Eibout 1 billion pounds, we have a maitet for sli^ti^ 
more than 600,000 pounds and we need to find a home for 300 mil- 
lion pounds. Last year that 300 miUion pounds moved to inter- 
national markets imder the diury export incentive progreim. If the 
program were operating todt^, the board would interven, buy pow- 
der on a bid basis probably from your cooperatives in California. 

Since about two-t£irds of the powder that we make in this coun- 
try is made in either California or Washington State, the board 
would work with tiiem, on a bid basis, to miy the powder. The 
board would then contract with existing broker orgeinizations that 
are currently there and are familiar wim the intemational market- 
place, contract with them to sell the product into the intemational 
market. 

The board would be responsible fin* tiie deficiency payment be- 
tween the world price and the domestic price of the powder. That 
is what the funds would be used for and that is the way it would 
function. 

Our hope would be that we would not build another bureaucracy 
as the USDA witnesees stated, because the administrative costs 
would be limited to no more than 6 percent or $2 milUon, which- 
ever is lower. 

It is clear the intent of the board is to buy the product and then 
to contract with existii^ exporters of diaiy products for the actual 
sale. 

Mr. DOOLEY. Mr. Tillison, would you want to comment on this 
issue? 

Mr. Tillison. I think that essentially what this appears to do is 
put another level into the situation. Eight now when a DEIP allo- 
cation is made, a broker gets that allocation and goes to the indus- 
try and gets bids and the individual co-op provides them with the 
powder at the going market price. So you oasically have a situation 
here where you are adding another step. 

I think the hope would be that if this other step is added, that 
it would be a lot more responsive than what currently exists. 

Mr. Barr. We would agree with that. The dairy export incentive 
pnuram works well and I Eun not critical of the Department of Ag- 
riciuture for the administration or management en that program. 
Last year, 75 percent of the product that moved under the dairy 
e^xiit incentive program went to Mexico and Algeria. That was 
true last year; that is goii^ to be tme again this year. 

We need poople that are interested in building markets in other 
areas that are not being covered now. The Padnc Rim is a classic 
example. While we would still be subjected to treaties and so forth, 
we tmnk our argument would be a lot stronger if it were cletirly 
dairy farmer money that we were paying for those export subsidies 
and not taxpayer dollars. 

Mr. DoOLEY. On this whole issue, Mr. Tillison, you brought up 
about the component pricing and tiie issue of what we really are 
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in surplus of is butterfat or milk fat and yet we are not in this pro- 
gram, or in an existing program, designing a system which pro- 
vides a disincentive for the producer to produce butterfat. Clearly 
we have demonstrated the abiUt? through genetics and feeding 
practices to have a significant impact on the content. 

W^ aren't we looking, do you have any ideas or what we cotild 
be doing to perhaps chiuige tiie system so we are sending a better 
simal to producers? 

Mr. TiLLisON. The key thing about milk pricing in the United 
States is you have two levels, the support program and you also 
have milk orders. Whether it is a California mi& order or the Fed> 
eral Order System, they are similau'. 

The Federal Order System or the MUk Order System we feel is 
where you can probably best address the situation. One of the 
things that we are taOdng about is the concept of creating Ein in- 
dustrial nonfood use classification for butteifat within the Milk 
Order System. If you are going to sell butterfat for industrial use 
at 10 cents a pound, somewhere in the system you have to recover 
it elsewhere. 

What we would be looking at there perhaps would be when you 
get into a real full component pricing system is increasing the 
value of butterfat when it is used in ice cream or when it is used 
in fluid milk used or some higher value uses so you at least main- 
tain the current income that dairymen have. 

I think it is very difBcult to address the situation within the sup- 
port program system. 

I think the other thing about butterfat is that what we found in 
the dairy industry is dairymen respond better to incentives rather 
than disincentives. When we wanted lower somatic cell counts, we 
didn't pay them less for higher somatic cell count milk. We gave 
them premiiims for lower somatic cell count milk. 

We will have to look at butterfat and try to address that issue 
the seune way. 

Mr. Barr. I would not disiigree. I would <mly say that under the 
current system, butterfat has value. Obviously it has less value 
today than it did before the recent change in the spread between 
powder and butter. Every time you drop that fat price to the pro- 
ducer you are lowering that producer's overall price unless you are 
doing something to correspond for that. So by dropping the price 
on butter, it works like a price cut. 

One of the ways to lower the fat price is through the Fed^al 
order program with incentives, higher incentives for protein, hi^er 
incentives for solids, nonfat or whatever you are trying to get in 
that market. 

A couple of years ago National Milk suggested a two-tier price 
program on butterfat, if butterfat was in surplus, there would be 
a penalty on surplus butterfat production. It was an attempt at 
that time to try to do something with what we perceived to be the 
real problem. We know that we are not in surplus in any compo- 
nent right now except for butterfat. 

Mr. Smith said we were above 7 billion pounds in 26 of the 
months since the 1990 farm bill. That is on the butterfat calcina- 
tion. The way they calculate it now on a total solids basis we 



dbyGoogle 



47 

haven't been in eurpluB at all under the 1990 farm bill, have never 
been above 7 biUion pounds of CCC removals. 

I would hope and expect that we will not be. I agree in the future 
tliat the best way to solve the problem is throu^ the Federal or 
State order program. 

Mr. DOOLEY. I Eun concerned about the kind of unintended con- 
sequences. If you never do get beyond the 7 billion then jniu don't 
ratchet into the 75 percent.! am concerned about getting into that 

reition and what we are in effect doing then is also having what 
think is a very significant impact on the equity value of people 
that want to leave uie industry oecause their cows aren't w(u^h aa 
much as they were. 

Mr. Barr. And they are not going to be under any circumstances 
when you are over 7 biUion pounds because you are goin^ to be 
ri^t at the support price as we were in 1991. We will be in des- 
perate straits, we know, because we were tiiere a just short time 
ago. 

The $10.10 is well below the cost of production of most producers 
in the United States. Ms. Ozer said usmg their calculation of a cost 
of production, or about $15 per hundredweight using USDA figures. 
I don't know if the ccmt of production is that hi^h, but it is certainly 
higher than $10.10. So if you are over 7 bilhon pounds, you wiU 
be in a desperate enou^ situation that it is going to affect the sale 
whether the disincentive penal^ is in there or not. 

Mr. DoOLEY. I would a^ee. We are by Government poUcv though 
putting a significant artificial impact on to what the real market 
value would be, because I think that we are dictating that some- 
thing is going to be worth quite a bit less than what it would be 
even afier the support price. 

For example, both of you cited that the milk production went up 
1 percent last yeiu*. Why did it go up? 

Mr. Barr. Our consumption is growing at about 3 percent a year. 
That is one of the arguments we have under current law. If you 
get your refund back you have to produce not 1 pound above what 
you produced last year. If your market is growing 3 percent, it 
would seem to me that if you don't increase your production more 
than 3 percent you are not adding to a surplus to a market that 
is CTowing. 

We would hope through this bill to build that kind of Ilexibilily. 
So as long as production is growing at a 1 percent figure, we have 
nothing to worry about under ciurent circumstances because our 
consumption figures are growing faster than that. 

Mr. DOOLEY. My point is tiiat people are increasing production 
in some parts of the country and maybe not in others and they are 
doing so often not because they fu% trying to msiximize losses, but 
tiiey are trying to increase profits and mcome. Somebody is re- 
sponding to some market signal that is out there, and that is where 
I am concerned about what we are doing here, even though I think 
this is structured in a manner that doesn't have nearly the level 
of concern in terms of the false signals to the producer, but we are 
impeding in some instances the adoption of methods that are going 
to enhance efficiencies and productivity. 

Mr. Barr. A shght example in answer to tiiat. I would like to go 
back to 1991 when prices were in the tank. We came from prices 
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at an all time hi^ to pricea in real terms at an all time low. At 
that time, the Federal Government only bought sUffhtly in ezccBB 
of 6,600,000 pounds so the penalty assessment would not have been 
in effect then. 

If this board had been in place at that time, they could have in- 
tervened in the market, kept the prices from going to support, and 
prevented what you are talking about from happening. 

Mr. VOLKMBR. Would the gentleman yield? 

What I envision under this bill, Mr. TiUison, is a little bit dif- 
ferent than what you Bee; that in deference to USDA — and they do 
a fine job within the scope of their job — but their job is not as I 
see it to anticipate what the market is doing, keeping in touch widi 
exactly what is going on and then taking an action. 

Jim, you just mentioned something and that is why I intervened. 
I think they have more flexibiUty, a reason to move a lot better 
than USDA — would you Etgree, Mr. Tillison? Th^ have a better 
reason to move than the one at USDA? 

You heard these people here. That is a violation of GATT. We 
can't do that. We better not do that. They will sit around and talk 
for 2 weeks before they decide they are going to do anything. 

Mr. TlLUSON. Mr. Chairman, I would agree that there is no 
sense in creating a board if it can't be more responsive. One of the 
concerns we have is because this is a quasi-governmental program, 
it will require USDA's blessings on almost every move they make. 
If there are no DEIP allocations, dairy feirmers could end up buying 
a lot of product and not having anyplace to go with it because it 
is more complicated than going into the mar&tplace and saying I 
have something to sell; who wants to buy it. 

The Austrahans won't let us into the Pacific Rim, the New Zea- 
landera won't let us into the Pacific Rim and I understand the Eu- 
ropeans have about had it with the United States and their DEIP 
allocations. 

There are a lot of positives about this program, but before we 
jump into the program we better know what we are getting into. 

Ms. OzER. Mr. Chairman, a comment about the nature c^ who is 
on the bozird. The perspectives they bring to the board is a veiy 
major concern of the confidence in the kind of deciraonmakdng that 
will be made by it. That goes back to the concern of the process 
of creating the program, trie election of who is on the board and 
who they are representing in their decisionmaking. 

Mr. Peterson. If the gentleman would yield. 

As far as why production is going up, you have to understand 
tiiat in our area where you have high-cost producers with not such 
good productivity, if the prices go down, tney increase production 
because that is ^e only way they can survive. In a lot of the coun- 
Iry, if prices are too low, you are going to get more production rath- 
er than too high. 

In my area, there is a lot of that going on. One of the reasonB 
I am interested ia this bill is tiiat if it can keep us from setting 
down to $10, we ceui keep that from happening and hopefiilly tia 
right incentives will be in place. 

Mr. DOOLEY. My concern is, I dont have tiie confidence that you 
can fiirther insulate the producers from the marketplace and the 
real market conditions to the point that it doesn't distort allocation 
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resources. IS there are people that can make investments that en- 
hance productivity, that can increase production, I question wheth- 
er or not it is in uie industry's long-term interest to have a system 
that is going to penalize them. 

I am worried that we put in place in fact a system which is going 
to penfilize the person and the fftmUy that can get out there and 
can increase production through increased efficiency. 

Me. OZER. I would say while I don't agree with some of the pieces 
of this proposal, I also definitely do not oppose it for the reason 
that you are spelling out. What Mr. Peterson raised about what 
happens to farmers when they don't have adequate income or profit 
at tne end of the year, they are not ^ing to oe doing those kinds 
of investments regardless of what kinds of program we have in 
place. 

I don't think it is iust a regional situation. I think it has a lot 
to do with the size of Hie farming operation sad the kind of policy 
that is actually out there. 

Mr. DOOLEY. Counter to Mr. Peterson's comments, if a producer 
is, if he has the opportunity to enhance income, if his marginal cost 
at production is such that he can buy increasing production, in- 
creasing components of it increase income, yoiu* guys should be 
adding cows now, not when the price goes down, because when the 
price goes down the margins are reduced and that is when they get 
into trouble. 

Mr. Pbtebson. a lot of oiu* people are responding to a crisis situ- 
ation. They are up against the wall and when you cut the price 
they add cows because they have to have a certain amount of 
mcmey to make the loan payment at the bank 

Mr. DoOLEY. So you are saying that they are not interested in 
makingmore mon^. 

Mr. Peterson. These farmers are 50 years old and our big con- 
cern is how are we goii^ to get the young people to come into agri- 
culture — ^we have iHX)blems erf industry survival. We have a whole 
different situation in Minnesota and Wisconsin than you have in 
California, I think. 

Mr. VOLKMER. The Chair is going 

Mr. DoOLEY. I am finished. I thank Mr. Barr and the efforts of 
voiu- organization. I think ^ou have put together a proposal tiiat 
nas a lot of merit to it. Whde it appears that I am critical of some 
points, I think it has a ^ood basis to start from find some of our 
Califomia producers are mterested in continuing to work with you 
on that ana I am, too. 

Mr. Barr. Thank you. I appreciate your comments and I appre- 
ciate our discussion. 

Thank you. 

Mr. VOLKMEH. I would like, and I know the answer already, but 
for the re(»rd, Jim, you can answer this question or, Collin, you 
can answer this question. 

You have all tlus milk in Mumesota. How come you are not send- 
ing it down to Florida and places where they can use it? 

Mr. Peterson. Mr. Chfiirman, because they won't let us, mostly. 

Mr. VOLKMER. Who do you mean won't let you? 

Mr. Babr. Ab high as the price is in Florida — Eind it is much 
higher than it is in Congressman Peterson's area — the hi^er price 
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still wont compensate for the cost of getting it there. If you ship 
it down there and when you take the price mat you wUl get for i^ 
it does not pay the ffirmer to ship it that far and they will get less 
money for it in effect because of me shipping costs. 

Mr. Petehson. Mr. Chairman, one of the things I believe that 
came out of the order discussion is a change on reconstitutioQ 
which is goin^ to help some because it reduces the fireight cost. It 
is ihe one positive thing that came out of those hearings. They kind 
of punted on the rest of it. 

Mr. Barr. Milk is predominantly water and Mr. PeteiBon is say- 
ii^ that under the new Federal order provisions, you will be able 
to concentrate that milk, ship it down and recons^tute it and sell 
it at class I prices without any penalty payments. 

Mr. VoLKMER. I want to commend you, Jim. I remember our dis- 
cussions that we had way back in 1990-91 on through and earlier 
this year, and basically if I remember ri^ht, my discusBions with 
you, all the m^or cooperatives support this legislation. Is that cor- 
rect; the general concept? 

Mr. Bahr. Even beyond that, Mr. Chairman. We have ratified it 
about three times, again this morning in our board of directors 
meetii^. National Rfilk's members with the exception of the two 
Florida cooperatives are 100 percent behind this proposal. 

Mr. VOLKMER. Mr. Tilhson, I know that you mean very well. 1 
reviewed your testimony and saw your recommendatiims. I don't 
know how we could implement those and those alone. Even the one 
contract for not producing the milk in advance — I don't know if I 
could float that around here and get that done or not. I do know 
that right now there is quite a bit of momentum behind this legis- 
lation and right now, Kathy, to be honest with you, this is the only 
train on the track. 

There isn't another train coming down the track. Now, if we can 
work together and tiy and improve it, if you want to try and im- 
prove it, that is fine, but it is the only train coming down the track 
Do you understand, Mr. TiUison? 

Kathy, do you understand? 

Ms. OZER. Yes, sir. 

Mr. VoLKMER. No two-tier. I would love to have a two-tier, but 
there is no two-tier on this track and there isn't going to be any. 

I am a great supporter of two-tier. It is not going to be there. You 
can forget it. It is not going to happen. 

Ms. OzER. I hear you and I vnD talk with our diary <»nunittee 
and look over the proposals and get back to you. 

Mr. VOLKMER. I said this in my openine statement. I look at 
what I have right now and I look at what uiis could bring. To me 
I think "sure, mere may be changes." 

I talked to Jim. I have some changes I would like to make in 
this, OK, but I think this, to me, holds more promise for the future 
than what I presently have. 

Mr. DOOLEY. I just have one question of you, Mr. Chairman. 

How quick is this train coming? 

Mr. VOLKMER. Right now it is moving along very slowly. The 
hearing took us 3 hours. We are about finished. It could pick up 
steam at any time. It could go very iast or it could be some time. 
I don't know right now. 
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As of this moment, we have had the hearing. If you have any 
suggestions for it, anybody does, I suggest tiiat they start contact- 
ing the committee as soon as possible. We may do a markup; I 
don't know yet. Do you understand? So I would say you may or 
may not. 

Ms. OZER. I would just like to say that there are other general 
farm orgfmizations and deiiry groups who have raised concern as 
well about this proposal, and I would encourage their involvement. 
I know some of them were unable to testify today and to make sure 
that all the questions are raised as many of the answers are got- 
ten—I heard USDA say 30 to 45 days. 

I am sure things can move faster, but I think it is very important 
tiiat some of the answers of what it does in terms of farm income, 
what some of the projections are in terms of the size of the asBess- 
ments and the issue of how different market orders play into it, I 
don't pretend to understand how it would work, but it raises a seri- 
ous question about who controls some of what will end up in the 
farmer's check. Whether it is out of the marketing order or out of 
assessment, it means the same to the farmer when they don't have 
that money at the end of the month to pay their bills. That has to 
be addressed to get broad-based farmer support as opposed to co- 
op support. 

Mr. VoLKMBR. I would like included in the record a communica- 
tion from the Farmers Union Milk Marketing Cooperative from 
Madison, Wisconsin, from Mr. Stewart G. Huber, the president. 

A communication from the National Farmers Union dated July 
21, 1993, from its President Leland Swenson. 

Also, a letter from the Nationsil Cattlemen's Association from 
Dana Hauck, chairman of the Agricultural Policy Committee dated 
JuJy 20, 1993. 

[The letters appear at the conclusion of the hearing.} 

Mr. VOLKMER. I want to thank all three of you for being here 
today and look forward to continuing to work tar improvement in 
dairy, especially for dedry prices for my producers. 

Mr. Peterson. Mr. Chairman, I think I would suggest to you 
that in addition to looking at this, you ought to also look at what 
they are doing in 3-A pricmg. 

Mr. VOLKMER. We will leave the record open for 10 days for any- 
one who wishes to send a letter or communicate with us with re- 
gard to the testimony. 

I apologize for not having other witnesses, but we have to vote 
again. We could have kept this thing going all night, and I don't 
ttunk we would have gotten ai^ further than we have right now. 

The hearing is adjourned. 

[Whereupon, at 5:30 p.m., the subcommittee was adjourned, to 
reconvene, subject to the call of the Chair.] 

[Matenal submitted for inclusion in the record follows:] 
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ooaq^laead our analyaia of all its apaoitie faaturaa and 
ii^lioationa. So our diacusaion will ba baaad on our tavlaw to 
data of tba bill, and on paat analyaaa at aiailar typaa of 
programs. 

On Juna X5, issi, tba Dapartnant forwardad to tba Houaa 
Cannittaa on Xgrlcultura, ■ raport antitlad, "Milt Invantorr 
mBaaaBant Ranort" . as raquirad by tba Food, Agrionltura, 
ConaorvBtion, and Trada kac of 1990. ks part of that raport, tba 
Dapartnant atudiad Ra-clasaificBtton [Class IV| Programs and Two- 
Tiar Pricing FrograoiB. These prograns ara vary similar in natura 
to tba two typaa of prograna aobodiad in B.R. 3((4. 
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TbB narkat ■t«blli»tion progran in tba bill im a variation 
ot a ra-olaaaifieation progran that collaota aasaaaaants from 
ptodueaca and uaaa auob lunda to Easova dairy produata troa tha 
dosaatie oatkat and dlapoaa of than by aubaidiilng thalc axport. 

Tha authority providad in tha Ravialona of Autliorlty toy 
"ftieaaa purchaaaa" Raductiona in Prica aaction af tha bill la a 
variation ot a two-tiar pricing pcoqran. tha aajor prograa 
aotivitiaa would ba adBlnistarad by ■ board of dairy produaars 
and othac induatry axparta undar tha proriaiona of this bill. 

H.R. 2«4 alio provldaa for a Tadaral nilk ordar aupply . 
balanalnq ooat aharlnq plan. Dndar thia plan, radvral nllk 
ardara oould ba BDandad to authorlia tha narkat adalniatrator in 
•aob narkating ordar pool to aaka a daductioa fro> tha pool aaoh 
Bontb to b* uaad to (1) raiaburaa handlara tor tha addad ooata of 
bringing auppl^antal Bilk auppliaa into tha aarkat whan local 
suppliaa ara abort, (3) rainburaa bandlara tor tb* addad ooata of 
diapoaing of uilk that axcaads local markat aaada, and (3) pay 
diatant planta that >aka a binding ooBMitmant to aupply 
supplawantal allk to tha aarkat whan oallad upon by tha aarkat 
adaini atr ator . 
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Wa ara procaading with an analysia of h.R. 2«C4, bowavas, 
tba dual-progran natura and atandbr application of tba aapacata 
prograaa authortiod, and tha mntbly applioation of tba two-tiar 
pricing prograa aakaa tba analysis vaiy ooaplax. Our nonul 
□OBputar aodala (or dairy program analysis hava bad to ba 
signitieantly raviaod to bandla tbis proposal. 



Producar rneona and aova rajaant Coatat 

Paat analysas of tba typas of prograas anbodiad in H.R. 1C»4 
indioata tbat tbay can iaprova Bilk prioas and dairy (araar 
inooaa. in tba long tara, bigbar ailk prioas oould affaot ooat 
of produotion. &lsa, to tba axtant that dairy faraar 
aasaaaaanta will now ba oovaring ooats of surplus abova S billion 
ponada inataad of 7 billion pouada, it appaara that govamaant 
prograa ooats oould ba raducad. Howavar, thara aay ba additional 
adaini strati vo ooats with tbis prograa. 

To tha axtaot tbat this prograa would inoraaaa ailk prloaa, 
thara would ba sona oonaunar ii^aot. 

Priea Lavala and Twe-Tlar PriqJi MI 

If tha aackat stabiliiation program is usad for aignifloant 
prioa anbanoaaant, it is llkaly that tha two-tiar pricing progria 
which la an intagral part of B.R. Z6e4 will bo triggarad. If 
pcica anhancBoaut paralata undar tha aarkat stabilisation 
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progrBB, tha two-tiac pricing prograa aould oyola in and out. If 
•xoasa lUEplua builds undar tha Bsrkat atabllltation program it 
would caaoh a laval that would triggar tha tvo-tiac ptograa. Tha 
two-tiac pciclng progru would aarva to reduca sillc markatings 
and tha dairy hard aiia. As prioaa risa, tha two-tiar prograB 
would ba trlggarad out. Tha oyola oould than rapaat itaalf. 
Rowavac, wa should point out that tha two-tiar pricing program 
oould ramova inoantivas for adopting naw taehnology, tbaraby 
alowiog produotlvity incraasaa and bindaring U.B> 
eompatltlTanasa • 

although saocatarlal ovacalght ia provldad, spaoifio 
criteria to avaluata tha tiaiing and tha prioa laval at wbiob tba 
board nay ramova product from tha domaatic markat would ba 
halptul Id avaluating tha board's plan of action. 



X.B. 2it* anvialans tha Morkat atabilication progroM baing 
Bdministarad by a board of dairy faraars and industry amployaaa 
with aicpactisa in nilk narkating. 

Altamativaly, tha Dapartmant oould sdmlaistar tha markat 
■tabiliaation program as authoriiad in H.R. 26(4. Tha board and 
its naoassary duplication of staff as callad for by this bill 
would ba an additional cost to th* toxpayar sinoa all coats 
assosiatod with tha board and ita staff ara tundad by tha 

: authorisad undar tba omnibus Budgat Ssoonciliation kct 
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of 19S0. Tbla •■■■■■■ant ia not ibsrai 
additional ooata of tha boacd. 



■nta Draim fron Ordar gool Bmiiii««i 
H.B. 1«I4 raquiraa tbat funda to oparata t&a progra* ba 
withdravn froii ths pool roranuaa of Fadaral or Stat* markating 
order pools for thoaa faraara pactiolpating in aucb poola. 
Dairy fanera not aasooiatBd with auab poola vould ba aaaaaaad, 
indiTidually, a coaparabl* aaount. Wa do not baliara tbat tbia 
provision sDhanoaa tba opatation of tha ovarall progzaa. 

Tha Dapactsant baa in plaaa tha agraaaants and prooaducaa 
oaoaaaaEY to oollaot uaaaaaaata froa individual faraara through 
a ayataaa of "Eaaponaibla paraons" who pay dairy faraara, Ihia 
ayataa baa baan taatad and rafiaad during a nuabar of yaaza and 
haa provad sttloiant in callscting funda froa dairy faraara to 
aaat prograa requironanta. Through tha ourrant ByataM, aaah 
dairy famar knowa tha rata of asaaaaaant and tha axaet aaennt 



tbat haa baan 
obllgatlona. 



> aaat proyraa 



Tha ourront ayataa alao providaa individual faraara tha 
inforaatlon nacaasary to avaluata wbathar tha fanar ahould aaka 
adjnatmanta in tba fan'a oparation to raoaiva a rafund of tha 
•*>*aaaant aaount. Tba currant ayataa alao providaa th« 
naoaaaary Inforaation to validata tha anount of rafund withhald 
froa a produaar applying for a rafund. with tha movaaant of allK 
aaong aarkatinq poola, and tba aovaaant of ailk into and out of 



dbyGoogle 



poallng atatui, tba propoaal to tak* payaanta tram tha pool will 
Maka it: dlftioult to asaura that all tunda dua aza eollaetad and 
validating ralunda dua pzoducara will ba a paparwork nigbtaar*. 



Subaldi.ad EJtport Paaaibilitia^i 

An additional ooneazn ia that tha adoption of thia progras 
would oontradiot tb« U.S. poaitlon in tha outt Drugua; Round 
aagotiations. Jk kay ooapaaant of th* Blair aoua* aocozda, 
raaobad batwaan tha U.S. and tha Europaan Coaaunity in lata i.991, 
waa a propoaal to raduea subaidiaad axports of si pacoant by 
voluaa and 3< paroant by aubaidy valua froa l»a«-l»e baaaliaa 
lavals. Tba Miry licpott Incantlva Prograa and CCC diraet salaa 
prograaa alraady in plaaa would ba aubjaot to tbaaa ooaatralata. 
Kny additional axporta that alght ooour aa a rasult of tbia 
laglalatioa would ba inconsiatant with thasa saaa diaoiplinaa 
raaulting- froa • auaoasaful Uruguay Round, ruxtharaora, givan 
that tha Xdainiatration la aaaking to oonelud* tha Uruguay Round 
by Daoaabar IS, 1>93, it Bay ba prautura to propoaa arraagMMSta 
or build upon proviaiona that would naad to bo altarad or 
allalnatad, to ba oonaiatant with tb* trada agcaaMant. 

wa appraoiata tha opportunity to provlda thia SubooMalttaa 
with our prallainary aaaaaaaont of H.R. 3««4. «• will ba glad to 
raapond to quaationa. 
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TESTIMONY OF 

JAMES CBARR 

CHIEF EXECUTIVE OfTICER 

NATIONAL MILK PRODUCERS FEDERATION 



SUBCOMMITTEE ON UVESTOCK 
COMMFTTEE ON AGRICULTURE 
U.S. MOUSE OF REPRESENTATIVES 



Mr. Chaiiman. I am Jsmes C. Ban. Chief Executive Officer of lheNa:iona] Milk 
Pioduccis Federation. The National Milk Producer Fedcradon is the national fmsa 
commodity organization which repreients doiiy famieri and the daily coopoalivc 
maiketing assodadons they own and operate throughout die United Stales. 

I appreciate this oppoitonity to testify befbie the Subcommittee about H.R. 2664. 
llie Milk Producers Self-Help Program. Oiainnan VoEkmer and Rep. Gunderson. the 
Natiraial Milk Producers FedeiUian ^ves both of you a big vote of thanks for 
imroducing this trill, ll contains a maikd-oiicnted. self-help doiiy program thai the 
daily indusuy has woriced for at least two yeoi^ to develop and for which the 
membership of the National Milk Producers Federadon is vinually united in ilssuppon. 
By introducing HJt, 2664, you have moved ihB'self-help concqit a big step closer (o 



In the opinion of Ihe National Milk Producers Federation, the Milk Produceis 
Self-Help Pfogtam is a progr am whose time has come. It is specifically designed to 
oddrets two bnud developmems Ihat the d^ indusDy man addreu today in oider to 
be aoccessfiil tomonow. 
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The Sist of these develcqiments is the continued erosion of fetkral support to 
agriculture in general and to dairy in particular. Over the past ten years, pressure to 
reduce goveinment spending on agriculture has led to the following erosion of 
government support to dairy (see the first two attached graphs); 

O reductionof the price suppOTt level fbr milk bom $13.10 per cwt. to $10.10 per 



reduction of dairy program outlays by the Cotimiodity Credit Corporation, fitnn 
over $2 billion per year to no more than one-tenth (hat level today: 

introduction and, for all practical purposes, permanent reliance on producer 
assessments to recoup govemment dairy program costs; 

evtduticm of the puiposc of dairy farmer assessments, from de facto price siqiport 
reductions, to mechanisms to fund temporary supply management programs, to 
mechanisms fbr inqilementing Gramm-Rudman sequestration orders to essendally 
permanent user-taxes for the price sui^xirt program. 



The second broad development is the growing necessity Ux the U.S. dairy 
industry to expand its maiket development efforts into the international dairy maAets. 
The reason for this is the following Victors: 

O The domestic maritet fbr milk and dairy products will not grow fast enough in 
die future to abscvb oiu' industry's growing productivity and ouq^ut; 

□ Demand fm- dairy products will grow at a much faster we in many fweign 
maifcets than in our domestic maiketi 

□ Our industry consdmtcs one of the world's largest and most effideni dairy 
industries and is thus more than capable of serving these foreign markets; 

n Many of our industry's tradidonal competitors (the EC, EFTA countries and 
Canada) will not be able to expand into these markets, and will likely withdraw 
from some of their present markets, due to cutbacks in subsidies; 

O Our industry's longer-term, economically based competition (Oceania, southern 
cone of South Amoica, East Europe, and certain West European countries) lacks 
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tbe capatAty and expansion pountial to fiiUy ca^me this addidooal foreign 
demand fbr iiapcrted dairy pnxlucti. 



Given Uiis situation, ttie bottom line fe the dairy industry is dear. Govemniem 
siqipon is no longer adequate to siatnlize prices and dairy producer income. Quite die 
opposite, we expect continued pressure to move our prog ram to a no net cost basis in 
the couise of tlie next few budget recoftciliation cycks. According to tlK President's 
Budget, dairy fiumers will pay over SO percent of tins yew's prqiecied daiiy program 
costs through assessments. Instead of relying on govemmeni. Ax industry must look 
to the maricet to maintain adequate prices and inccHne for dairy fa rmers. As markets go, 
tbe inteniatioiud matk^ is where the U.S. industry will find its greatest growth 
oppOTtonities. However, export market devel<q)ment will requite a greater degree of 
industry orgaiizatimi than exists at preson. World dairy maritets ate still highly 
distorted and dominated t^ the heavy »ibai(^ practices of the Eunqtem Cotnmunity and 
other subsidizing exportnt. Governments and goveniment-tanctiroed imbisiry 
organizatims, such as the New Zealand Dairy Board, the Australian Dairy Corporati(m • 
and (Ik Canadian Dairy Commission, {day a major role in export assistance and 
promotion on behalf of their respective industries. 

For years, the Administntion has told the nation's dairy farmers that tbeir 
progr am must become more market-oriented. Wi^i two years of wcnk and development, 
the NatitHial Milk Producers Federation has developed a matk^-orienied progrsm which 
enhances the economic interest of dairy brmers and their cooperative matkebng 



For years, the C«igress has told the nati<m's daiiy temers diat they must be 
united behind a single plan if ^y hope to achieve its enactmcm into law. Over the 
past several yess, the Nabonal Milk Producers Federation has worked diligeiuly to 
unite its very diverse, national membetBhip behind this proposaL Ibis effort has beta 
crowned with success. NMPF is virtually united in support of the Milk Producers Self- 
Help Program. 

With this plaa Mr. Oiainnan. we have answered die call of tlic AdminisirBtioD, 
and we have answered the call of the Congress. It is time to translate plaiming and talk 
into concrete action to enable 6ie industry to move into tbe fiitute. 
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The Self-Heln Proeram 

The objectives of the Milk Producen Self-Hcip Program is to give dairy 
producers a greater voice in national dairy stabilization activity that affects their prices, 
greater insurance against buildups of price-depressing milk surpluses, and also a 
valuable tool to organize the industry's export development activities. It seelu these 
objectives, together with the objective of contributing to federal budget deficit reduction, 
by shifting more of Ae responsitnlity to funding and conducting national dairy price 
gtabilizaii<»i activities &Dm taxpayers to milk producers. 

The Milk Producers Self-Help Program would acliieve its objectives quite simply. 
It would establish a producer-funded Dairy StabilizatiMi Board that would be authorized 
to remove surplus daiiy products from commercial markets in a timely maium to ensure 
stabilization ot milk prices and improvement of dairy farm income. This would be 
Bnpplentented by standt^ authOTity to manage excess maiketings when market 
intoventlon alone is not adequate to provide the needed price stabilizadon. All 
piopoxd actions by this Bond would require the ^iproval of the Secretary of 
Agriculture. 

Dairy farmers would benefit under the plan by gaining an organization dedicated 
to achieving dairy market and price stabilizadon that would 1) be responsive to their 
iteeds and 2) augment tlie present dairy program, which contains no safeguards against 
tbe type of maiiwt price colliqises the industry suffered during the winter and spring of 
1991. 

The proposed Dairy Stabilization Board would be authorized to intervene in dairy 
product maricets in an active and timely mantter to remove from domestic commercial 
markets surplus, price-depressing dairy products in the projected rai^e of five to seven 
billion pounds, milk equivalent These would be exported or disposed of in non- 
ccHiipeting mariiet oudets. This intervention would take place when prices are weak or 
droi^nng, but before they reach current sui^iort levels. Price improvement of five to 
eight times the cost per hundredweight of ttie program to dairy farmers should be 
expected. 

Hk critical importance of naiimal dairy market and price stabilization is best 
SDHuned up in tbe ^miliar cliche that "one percent of tbe nation's milk supply prices 
the otfier 99 percent." Clichfi or not. die real tnitii behind it is apparent ftom 
considering recoit dairy market statistics that clearly show a great difference, in terms 
of price, between a year with five billion pounds of net removals and a year with seven 
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billicM) pounds of net removals (sec the third of the Btiached gi^hs). Specifically, m 
additional two billion pounds, milk equiv ^ent, of CCC net removals (which craistitates 
about one and one third of a percent of the nation's milk supply) will cause U.S. milt 
prices to drop by about $1.10 per cwt., culling about $1.65 billion from the annual pros; 
incomes, of U.S. dairy fanners, and laldng about a 30 pacent bite out of U.S. average 
net cash income from dairy Arming. That's a 30 percent bite out of the entire income 
from which a typical dairy &rmer must pay or compensate for gU. cental replacement. 
opoaiing capital, land, other nonland and unpaid tabor costs. 

The NMPF self-help dairy stabilization program would simply give dairy farmers 
a greater voice over dus criti<^ twt) billion pouitds of removals — the two billi<»i 
pounds that determine whether most of them earn a profit or sufier a loss. 

What would the program cost dairy farmers? Fust, dK progmn wouM rctum the 
cutTNH budget assessment to its ori^nal level of $.10 per cwL and would add m 
addiiioital deduction of up to $.10 per cwL, d^tending on die level of projected iKt 
removals, to fiind the Dairy Stabilization Board*i product removal aciivides. If wt 
removals are projected below five billion pouiKls, milk equivalent, the total deduction 
would be $.10 per cwt, and the Board would not engage in removal of any dairy 
products during the year. If net removals are [vojected between five and seven billirai 
pounds, the Board would be funded at a levd sufficient to handle the disposition of 
projected net removals, up to two billion pounds, above the threshdd of five billira 
pounds, milk equivalent. This would be done ttuough an additiraial deductim not to 
exceed S-10 per cwL The total cost to dairy producers, Iberefrae, would be between 
S.IO and S.20 per cwt 

Tills S.20 per cwt maximum cost would be collected through deductions btm 
federal and staK order pools, rather than from individual milk checks, for all [Koducers 
exc^ those whose milk is not pooled under an order. All deducdons would be 
refuiidable to individual ptoducos who voluntarily limit their milk markedngs during 
the year. To keq> it budget neutral, there would be a recapture provisicm to conqMnsalc 
for refunds made to individual producers on the basis of marketings the previous year. 
Under fliis provision, the rate of deduction for the first $.10 per cwt would be increased 
between May and December each year, so diat total deducdons could exceed $.20 per 
cwt during those eight months. 

If net removals aie projected to exceed seven tnllion pounds, the industry wouU 
be in substantial surplus, milk prices would be sharply depressed and the main 
impenuive woidd be to end the surplus conditioo and restrac the industry to balaice as 
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ckly as possible. In this case, the E}aiiy Stabilization Boaid would be funded to 
idle two billion pounds, milk equivalent of product, but jnoducc removals alone 
nld not leslwe balance and price straigth quickly. 

For this reason, the program would retain the producer assessment provided under 
lent law to fund projected excess removals over seven billion pounds. This 
eumeat would be implemented as a uniform assessment on all milk maiketed by all 
ducers. and be fully reAuidabte to producers who voluntarily limit thdr milk 
ikettngs during the year reladve to the previous year, as long as prices did not 



However, if the U.S. average manufactuiing grade milk price fell to widiin $.50 
cwL of the support price for two consecutive months, the assessment would be 
nrened into an assessment collected only on the quantity of milk matkeied during 
b mcmth by any procbico' in excess of the amount of milk that producer marketed 
ing die same month a year previously, but only up to a maximum of 25 peroent of 
I month's milk marketings. It would remain in effect as an 'excess maricetings' 
essment until such time as the U.S. average manufocturing grade milk price rose to 
Md the nppcot price by more than Sl,50 pa cwL during two conseoitive months, 
irtnch time it wmld eidier reven lo a mnfinm assessment, or be terminated 
ifelher, depending on a current, updated projection of CCC net removab. 

The drcumitances which would uriggcr this 'excess marketings' assesanent ate 
y DnUkely. However, should those drcumstances occur, the industry would need the 
mg medidne' it would provide during a few motuhs to quickly reitixe balance, 
■igthcn prices and thereby irigga it ouL It would function, in other words, very 
di as 8 mnporary, setf-coirecting mechanism. 

To ptpvide furttier statrility and orderly markedng of milk, the plan would also 
vide specific authority to ensure Aai die costs of securing supplemental milk 
lilies and handing seasocud reserves within individual milk markets woukl be shared 
iuHy by all producers in a martnt Under this authority, federal orders could be 
ended to include provisions authorizing the market adminisiralor to deduct and set 
1b si amount when making the uniform price calculation each mtnth. The amount 
hKltd would be used by the madcet administrator to reimburse handlers fen- 
Htkmal costs incurred in obtaiiiiRg siqiplemental milk supidies when local soppUes 
insufBdent for mariiei needs, to reimburse handlers for costs incurred in disposing 
ndlk diat exceeds local market needs, orto pay a distant plant that makes a bincfing 
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64 
U to npfriy «iq)pietnefital milk to the mmket when called npmi by Uk market 



On-own pntjectiotu of Ae iiqmct tf die Mlk Producen Sdf-Help Program over 
the next S yean aie ai follows: On a yeaily average basis we tupea that 

□ net lemorals will avenge 6 billion pounds, milk equivalent, total solids basis, per 
year, of wUcb 3 billian would-be handled by CXXl and 1 tnllion pounds by the 

a the local budget of ibe Dairy StaUlizatkn Board necessary to handle the 
dispMitiaii of Its 1 billion poondi, milk eqnivsleni responsibility will be STS 
mlflioo per year, which Is eqtdvalent to approximately S cents per hundredweight 
of milk maiketed; 

□ tbe total dednctioos from onto pools reqniied nnder the program will tiKrefbre 
avoage 15 cents per himdredwcight of milk matketcd; 

milk prices should average about $.40 per hondredwci^ Ugbcr as a resnlt of 6k 
Dahy StabJlizaiiaa Board's active intervendon to stabilize milk prices: 

O these higher milk prices will add about SS20mlUion more to dairy finmen'groM 
income each year, 

O savings to the govnnment should average at least $65 million each year, for a 
five year total savings of $325 milliotL 



lA. Quuinian, die nation's dairy brmers are convinced thai die self-help 
qiproach is the cocieci direction f<^ our industry. Once again. I want to thank you and 
ihe lanldng member to Imrodndng HJL 2664 and fbr giving me dilt opport u nity to 
cxpi«8t our Strang support cn the hOlk Producers Self-Help Program beftee the 
Subcommittee. I win be hiqipy to respond to atqr qnestiixiE. 

(AttachDwnci follow:) 
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Support: $/cwt. 
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Mr. Cbunnin, we ^ipreciate being given this opponunity Co addiCM yoax nibcommiliee 
regarding the Nuioiul Milk Producer Fedeticioii's (NMPF) Self-Help PUn. 

The AUitnce of Western Milk Producers represemt over 90 percent of tk dairy fuiners in 
Cilifomls. producing over 90 percent of the milk. Ibe Alliance provides represemaiion and 
other services to all the major coopeiative orftanizatians based in California as well as the 
two major dairy fiuiner trade associabons. 

In ilie past, ilie dairy industry has waited to develop a program until it finds itself in the 
midst of a nu^or cruis. This has resulted in programs that were usually short term in nature 
and designed only to address the immediate problem. We want to congranilate the National 
Milk Producers Federation for breakiiig with 'tradition" and beginning development of a 
dairy program when our industry, oveiall. is Qg] in the middle of a major crisis. 

However, it is because we ate not in ibe midst of a serioiu crisis that the Alliance questions 
the need to push this proposal duough on what appears to be an emergency basis. 

National Milk's proposal is a major departure from the cutreni dairy progtatn. As such, it 
needs to be fiilly reviewed and evaluated by all dairy bnners. Then it should go through the 
ftUl legislative process ratber than being rushed ibrougb Congress now. 

Dairy farmers in California produce approximately IS percent of the nation's milk and. 
therefore, have been and will be paying IS percent of any dairy program's cost. 
Unfortunately, they were not given the opportunity to become directly involved in the 
development of the program you are comidering today- We think that this is unfortunate. 

Ibe Alliance questions the make up of the Board included in tbe NMPF plan. Two stales — 
Wisconsin and California - dominile milk production in thii country. Each state can have a 
major inqtact on the total aoMum of milk produced oationally with a relatively small incrcMC 
in pnxhjction. Together tbe dairymen in these two stales pay nearly one third of the 
assessments bring collected under the current program. 
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Howevei, only one stale, WiKODsin, was involved in ibe development of the NMPF pUa, 
And, only one, Wiiccmain, gets the level of repreiemation on tbe Boud that it should, givtn 
the amoum of milk it produces. We believe this situation mun be corrected. This is not t 
case of 'having to draw tbe line somewbere.' Two xaiei dominate milk production in ibe 
U.S. and both should be equally recognized. 



CalifOniii dairy believes a complete economic analysis and feasibility niidy of the major 
provbions of this new progiam should be conqileted, Tbere are iBiineniiis questions that 
need to be fiiUy explored before tbe industry and Congress can accurately judge it. Seme of 



Hon does this plan prevent surpluses from ocnuTingT 

A surplus is ■ surplus whether it is sold lo tbe Cofmnodity Credit Corporation or exported. 
The cost of disposing of a surplus and its negative impact on producer income is greater t6a 
it occurs. A review of milk prices since 1988 shows thai not producing excess milk in tbe 
first place has the most positive effect on producer milk prices. The NMPF plan deals only 
with surplus retnoval. not surplus prevention. 

Can a producer-operated bureaucracy he any more tlttaivt than the USDA la dcaUng 
wtth dairy iurplusesT 

It appears that all Ibe actions of the proposed Dairy Stabilization Board need USDA 
approval. Because of this, will the new Board be diqjlicating USDA activities, and vice 
vma? We need to consider establishing tbe Board as an advisory panel to the dairy aim ol 
tbe CCC program, rather then creating another entire bureaucracy. 

yfm tbe StaUUzatioa Board become an intenoediBry on tH surplua and e^ort 



The NMPF proposal appears to establish the Stabilizaiion Board ai a gatekeeper fliroHgli 
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whkOi all inoduct movemeai to Ac CCC or Diiiy Expoit IiKemive Program (DSP) ami 
flow should ttie projected sutphu exceed S biliion pounds. The descriptioD or its activities 
ktvet in questioti whedier muufKtuien will receive less liiui the nqipcin puicbase price. 

b ft rcaltatic to expect that the dtw StabUizBtkn Board can take over gorenmieiit 
uUkeDEIPT 



GSM credit utd ■ govemiueat commitment to expUKJing expon ules of dtiiy products 
Arougb DEIP or producer ftmded DEIP-type ptogiaitu is critical. We believe a program 
wch u QhU pn^osed by NMPF cannot nicceed unless the govermneni is, and will coixioue 
to be. fUly committed to these programs. 



V/W go w M M MMt forego the politics at exports if productn assume a m^or dure o( 
such program coatsT 

For several months the Alliance has been involved with National Milic and other 
oiginiatiinii in anen^xing to open the Pacific Rim to the DEIP program. The USDA ii 
■ypu i ii ve of doing this, but its proposal has mo i^ against the concents of other 
fOvenmKDi dqtartments that ate being lobbied heavily by out competitors (from other 
countiiea). We question whether a producer-funded program could operate outside the 
realities of intematkinal politics. 

Doea the propased program address tlie real dairy sitrplns problem? 

A review of CCC purchasea and DEIP tales ihows that there is a small milk surplus, but a 
luge milkftt nrplut. And, yet, the proposed program continues to aim at reducing national 
milk production. Ii«ead of ccmiiining to focus on milk volume, we need to address 
leducing production of milkftt. Neither the NMPF plan (nor the contiiBied adjuflinent in the 
vahK of milkikt) will reduce production of.milkfat. 
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llie propOMi being considerad bett leferencet enpon devdopmeni effom. However, 
tfaiough (be NRdonol Dairy Promotion Board, cfToits ire ilready underway lo develop exp 
marixa for vahie-idded products. Tliis is ■ ilow proceas that takes time and is already 
being funded by producer ai 



What b the purpose of tbe exceH pnrduMS prarbloiia of the pluT 

The 'excess purchues' provisions of the plan is unneceaunly complicited and adds little 
the overall impact of the program. It is also a booldceqiing nigfaimaie fOr tliose paying 
producers for millt. In addition, it does twt give producers tlie oppoiiunity to plan to avoi 
this higb penalty for excess production. 

WhM doe* NMPFi program offer dairymm that tbe current prt^ram doetti'i? 

In 1992, net CCC removals of surplus product weie S.S billion pounds milk equivalent, ot 
total solids basis. Milk prices averaged about S13.I3 a bundredweigbi, and milk productk 
rose just one percent. So far in 1993, theCCC is only buying butter, milkproduction isj 
one percent ahead of 1992. and the aveiage milk price is within one per cen t of last year's 
price. These facts indicate tbe cunent program is operatiag relatively wril. 



Because of tbe ma:^ unanswered questions and because tbe cunent program is functioning 
adequately, the Alliance of Western Milk Producers believes that fine tuning the current 
program is preferable to quickly adopting a major new program. Toward that end, we 
recommeni this ndicommittee consider the following fOr adoption at part of the 

reconciliation process: 

1 . O^r producers the option of contracting in advance not to incrtase milk prodaaitm, 
and in this way avoid paying an assesimeni at all. 
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TWO prognnu ttut were efTCcilve in ledueiiig milk productkm, tbe 1983 diity 
divenion anl tbe 1965 buy out progn u n, bed an advance contnctiiig provision. 
Contncting in advance not to have IS to 20 cnm taken oat of your milk check would 
be a real incemive for producers not to increase milk production. 
Cooiaciing in advance on milk production would also allow the Secretary to more 
accuntely estimate milk production and dnu [be possible surplus. It would also let him 
establisb an assessment level prior to tbe beginning of the year Oux is closer to tbai 
needed to provide Ibe required level of income. 

2. Change the Itav so thta tht aaessmtia for CCC purdnaet inexctss <^ 7 billUm pounds 
is tdso n^Undabte to produten who don't increase milk proiluc$U)n. 

Tbe 1990 Farm Bill and Budget Reconciliation process does not allow Ibis to be 
letbnted. Tbe Alliance feels that the addition of tbis leftuid could eiKOuiage more 
piDducen not to increase production. It is estiinated diat an assessment of about 20 
cents is needed for more producers to seriously consider not increasing ptoduciioa. 

3. Kequire that VSDA incnase the use of dairy foods in mariiet-oriemed marition 
programs lite WIC and School Umch in dotlar amounis equal to the dairy assesmiaas 
paid by mitt producers. 

In 1993. dairymen will pay $220 million in assessments. Under our suggestion. USDA 
would increase coupons for daily products to WIC participants and/or monies allocated 
to school hmch p ro gram s for the purchase of dairy products by this amount. Such a 
program would move an additional 100 million pounds of cheese or 100 million gallons 
of milk through commercial channels to hungry children and also give dairymen a 



4. Curb the USDA 's ability to mdte addiltoaal buner-pmuder price at^usonems. 

It is ftr fi<om clear Ibat there is any real impact on die productim of buner ndiich 
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results tiata lowenns ihe npport piuchue price of bunet. Butter it cunealy u the 
world price, while the dod& dry milk support purchase price h«s Incrcued over 20 
percem in the last IS month* and is aeuly 30 cents above the world i»ice. 

In closing. I would like to emphatically state our willingness to work with Nalioiial Milk to 
reach cooseosus on a self-lielp program that producers across tbe counliy can su[^rt. 

Again. California dairymen intreciue the oppotiuiuiy to offer our views to this 
subconunittee. 
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National Family Fann Coalition 



nSXIMORS OF I 

UPOtta XHK HOgsi 

I (» LIVIITOCKr 
K DURI BDDGET UC(MICII.IATI(W AMD 
• IVITIATIVB ACT OF 1993 
[ JULT aiBT 

My nsne is Kathy Ozer. I am plasHad to represent the position 
of dairy farmer members of the National Family Farm Coalition 
(NFFC). Oalry Isaders frcxD our organization were unable to ba h*r* 
today on such ahort notice. The HFFC represents 39 rural advocacy 
and family farM organiiatians in 32 states. He are not a dairy 
specific organiiation yet have worked for many years to davalop and 
support federal fers policy that works for our nation's family 

I testify hare today in opposition to H.R. 2664; 'The Dairy 
Budget Reconciliation and Self -Help Act'. Ha are opposed to both 
the substance and the timing of this proposal. Our thoughts on 
this propoaal are shared by many other faally dairy farmer a 
throughout tha country. The rhetoric uaed by the National Kilk 
Producers Fadaration (NMPF) to promote this plan haa bean 
misleading to the general public. It has not been approved by 'the 
majority of dairy producers- as touted in their newsletter. There 
was no vote among the nation's dairy farmers on this proposal. In 
fact, farmers aa a whole have only second-hand knowledge of this 
plan, and those who are awara of it are adamantly opposed both to 
the substance of the plan and to tha direction It takes in setting 
long-term dairy policy. Today in Madison, Wlsconoin a court 
hearing la underway on the claaa-action lawsuit against the coop 
bloc voting that is being used this Juigust in tha referendum vote 
on the Rational Dairy Board. 

J tha nation's dairy 
thalr involvement and support. He urge USDA to 
inventory management propoaals that were aubmitted in 
options need to be re-examined based on changing cii 



Tha HMFF proposal not only implements a major new program 
without a direct farmer rafarendum, but it allows for bloc voting 
by coops of those who represent tha coops on the board itself. 
Limiting open public debate on dairy policy by attempting to insert 
this program Into the budget reconciliation process is wrong. 
While today's hearing may represent some public Input, it is 
limited given the lack of advance timing and the few witnesses. 
milla NMPF may be estimating savings of S750 million over the five 
years, this is solely due to dairy farmers paying an Increased 
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Family dairy fanMrs clearly undarscand chat Chia i* a pxogtaa 
deaignad solaly by ttim procsBBOCB, for th« procsssors, to ensure 
their ability to continu* butineBs at usual while thousandB of 
dairy farmart ar« forced out of buBinesB. 

The NMFF plan does nothing to guarantee or even encourage true 
increases in dairy farm prices. The atabilizing Impact is to keep 
prices at their current level or below. At the $11. GO level, still 
SS.OO/cwt below the average national coat of production (1990 level 
is SI* .50-$15.aa according to U5DA) Farmers will be assesBed to 
pay the procesaors to dump milk on the market, further depressing 
farm-gate milk prices . The only guarantee is that it is a way for 
the coop members of NMFF to help themselves to more of the farmer's 
money under the guise of implementing a 'dairy program entitlement 

The domeBtic production levels needs to be stabilized through 
an effective two-tier supply management program with the first tier 
set at a level that meets a farmers ' true cost of production and a 
reasonable return on their investment. This would meet the needs 
of our nation ' s family farmers and consumers . We support a 
moratorium on BGH use and the retention of our Section 21 
provisions in the international trade arena that allow the 
(possibility of an effective domestic policy. 

He too don't want a 2-3% 'surplus' in our milk production tu 
drive the rest of the market down, but we feel that a far more 
equitable way is to develop longterm effective dairy and for* 
policy. He urge you to take a close look at what is going on In 
the dairy industry and the state of the rural econoi^ in general. 

He urge you to listen to the concerns of dairy farmers and, K 
profitable, as taxpayers. Major changes are needed in dalcT 
policy, not a process that is slipped through budget reconciliation 
to avoid real debate, it removes the opportunity for an effective 
dairy program to be put in place as part of the 1995 Farm Bill that 
would provide real opportunities for family farmers to earn a 
decent living and be part of the rural economic stimulus that is to 
crucial to a true economic recovery in this country. This proposal 
would ensure the continued lose of family faraera through the 
hidden assessments in the market pool that ensures handler 
profitability at the farmers' expense. 

This proposal attempts to further remove the government fnn 
any responsibility for maintaining a stable dairy supply. It doai 
nothing to ensure that food assistance programs will be provided 
with necessary and possibly expanding demand for dairy products, 
nor meet the needs of dairy farmers . 
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adequately address issues of faaily faxa incase. This includes 
support of the B6H moratorium that is pact of the Senate passed 
budget reconciliation bill. It saves $15 nlllion in scarce federal 
budget dollars and keeps millions more in farmers ' pockets due to 
forestalling a 'super-esaeasment' that will be paid by all 
producers whether they use BGH or not. The possible threats to 
demand and consumer confidence In our dairy supply cannot be 
overestimated. He urge this Subcommittee to examine the options; 
Bupport the moratorium and work with family farmers from all 
regions of the country in developing an effective response. 

Questions and Ceaeems about the Proposal 

1) It talks about creating a 'industry' board with USDA oversight. 
What record does the dairy Industry have with its current board 
that is supposed to be doing prcoiotion? What is the accountability 
■echanlsm to dairy farmers? 

3 ) The entire voting process seems questionable from the 
determination of the regions, the noninations process and the bloc 
voting by cooperatives. Why doesn't the Federal Advisory Committee 
Act apply to the board? Doesn't this limit public access to the 
decision making? 

3) The proposal refers to 'charitable' feeding programs. Does this 
Include the real needs and demands of government food assistance 
programs? 

4) The dairy farmer responsibility for assessments changes based 
on the level of purchases predicted In the following year as well 
es the projected market price. How does this affect farmer 
financial planning? 

5) The proposal Is heavily dependent on new export markets for 
dairy products. Does this imply new Dairy export promotion paid 
for by dcaiestlc producers? How will these new markets be created? 
Is this pro-KAFTA and pro-GATT at the expense of Section 32 
provisions that currently limit imports? 

6) There is concern about the cole of the Dairy Stabilization Board' 
in controlling milk supplies with a proposed disclaimer statement 
for consumers. what about the role of the Sreen Bay Cheese 
Exchange or consistently high processor profit levels? 

7) The super -assessment or 'excess purchases' reduction in this 
proposal will coma out of a farmers' milk check, but irtiy are the 
other two going to corns through the milk marketing order? 

8) What Is behind the Federal Xllk Order 'Supply Balancing- Cost 
Sharing Plan? It sounds like It gives milk marketing 
administrators the ability to deduct from producers in their region 
to pay for increasing costs to meet unmet need or to pay 
transportation to sell product. How does this relate to the "make- 
allowance" or Is this a coop super-payment in the name of 'equity 
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among all producsrs and handlszB?~ 

Thssa ara qusstiont and concern* Chat muBt: be answered about 
the apaclfica of thit proposal. The bottom line Is that Congresa 
and the USDA needs to help ensure that policies are in fact famar- 
f rlendly and that thoy help f amera not simply procesaors • Dale; 
farmera cannot survive more of the roller-coaater of the paat five 

What waa a crisis call at the June Dairy Suvmit in York, 
Faimsylania ]uac one month ago is now a widespread disaster 
precipitated by the weather and facilitated by poor public policy. 
Dairy farmers will be forced to absorb higher feed costs and 
reduced hay quality, make ma]or improvemanta to their destroyed 
operations, and still face declining milk prices. On behalf of 
dairy farmers in every region of the country, I urge you to take 
actions that will help not hurt the future for family dairy 
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HooonMeHinili] L volkmu 




ofihecoaceptarielf-help. TlicNMIThu 




icued cow iliDcbia if flic 7 biUioo poonds mptnt Uiccet is mel: 3) Ask Ilw USDA n preiou 
IM on bow ibey eavisiaa eiucdng [LR-I664. to Insuie beef mukcB will be proKaEd fnni 



^X:A araifly icconimeiiib flul IhcH qiKidoiu be uuvfcicd beftn RIL2«64 is noved 
wild m flv kstsladve pmcus. By uiswerin£ fliev quesfloiu Congress as *^ ts caltleiDen 
I irmirn wheUier w not RR.2iSiM win impu beef mukeu. Wlfli ilui qnesiioa inswcnd Ihe 
I wiD have deusl an imponBiii benchnuilL NCA hopes ttulK.R.I664wUl have oo affect on 
de prices buL tbe only way to find out ix CD afl. 

Siocoety. 



A^ 



Agiiculmre Policy Cora 
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HocwnUe Haiold Volkmer, Oninmn 
Snbcooaniltee on livcmck 
U^. Honse ConuniRCe oo Agriculture 
[i,DC20515 



Dear Mr. Ouliman: 

We ire <Mitiiis to ejqpren ow Kgiel aboin not bdn| lUowed 10 testify at ■aonnow's 
tDbcomnditee hearing on HJt. 2664, the Dury Budget RecoocOiatioa and Self-Hdp 
Initiaiive Act of 1993. Ai a qualified Cqipa-Volslcad coopentive ngntealmf man 
than 10,900 meonben indghi Midwett states, vt have tkSime coooents and questitms 
about some aq>ectt of Ais self help proposal doe to the lack of adoqaatE puMic ddnte to 



We would like to mea with yoa at your cailiesi coovenicacc at the place of yotf 
choosing to discun ihete concerns. In the meantime, «« think it is ioqi^rafaiate to 
indode self help in budget teconciliatiaa luitil all coaccms aod queaiioiii nosed by our 
memben have been fully aired. 

Widi kindest icgaids. 



StewanCHuber 



copies: Kika de laGaiia 
PatRobens 
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QimtkwK Snbnditcd for the Rcconi of 

the VS. House Uvetiock SabcomtnittM 

Public Hewing OB HJL 2664 



l-WlmieariclkMU might future iiMgmlia n iltt«de» a re ei a ei iK«KfawGATriiid 
NAFTA plKw on the Dadiy SiabiUiatioa Boards ahOity ton)*keproducer^»uba(Uzed 
daily cxpcxt dIk in the mid nuiini? Civea arifBcadon lugnage In dw Dunkel final 
draft reqaJing a 50% iiKTCtK ia cuiKDt U^. daily impcrt kvcli duing Ibc &nt year 
aial S% ndmcnim iinport KCe» in the SfOi year fbUowint iinplementilioa of a oew 
UnignajF Rmnd a y te m a n . wonldii'I die increased in^Mtls at leattofbet any p r opo s ed 
gains dni might be made under idf help? 

Z. Eqierially in yean when it appears dw the dun) fnodiottn^gorinight be nipped the 
Iblkiwingycar.iAy wonldnl prod u cers be len^ited 10 avrtd the U^eriswBmetm of die 
third Diggec by buOdiog base ai Tclaiivdy low cost under the second trigger. Doesnt that 



3. Oivea the recent lawsuh agUDSt bloc voting in die Nadonal Daily Board review 
re&iendum and otfier clear indications of jpcodncer dislike for bloc vodng, why is bloc 
votmg TcqncEd in elecdng menbers of the Daily SiabOizatioa Board? An die 
ptoponena willing to allow diteci producer election of boatd mem be r s as an atemadve? 

4. We have seen wide piice vdatiliiy in recent months under d« price soppCR progiam. 
What evidence exists dial a self bdp program will be any more effective in leveling wide 
price nrings and stabilizing nuifccu dian the caricnt price support pragtunT If itot, vAy 
would prodnceis want Id pqr additional assessments for sudi questionable benefits of self 
bdp7 

5. Why hide the assesanenis from the first and Mcond fUndiag niggers in federal milk 



dbvGoogle 



Brfore the lirestock Subcommittee 

of the 

House Afrknlture CMtunitlec 

H.R.2664 

Ddiy Budiet Recondliatkin and Sdf-Hdp InHiBtive Act of 1993 

July 21, 1993 

Mr. Chainnu, daily hnaen in Ptoiida are opposed lo the legislatioD as drafted, and 
would like to Tcgiiter some of those concerns. We hope that this Subcommittee would take 
into consideiBtiOD the fKl ilut more time should be provided so thai produceis from various 
pans of this country could study the piopoted kgislaiicm and have the opponuni^ for input 
and to document their ct 



We believe that the dairy self-help legislatioa could very well have a n^itive 
economic impact on the dairy producen in Florida. We are concemed that this l^iilation 
will establish a quota or base plan tliat is in actuality a Mppiy managenieiit plan. We believe 
such plans, in the long run, do not positively aide either the aftected pnxhiceis or the 
consumeis. We believe that this proposal could have the effect of preventing young people 
who would like to beconte dairy producers from doing so. 
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Ploridi pratuceis, like much of the Soulbeast, is i defkat pfoduang area. We have 
no piDcessiog facilities in the slate to manufactuiE butter, cheese, powder milk and many 
other manubctuTEd dairy products. Additionally, we are a deficit area inso^ as fluid milk 
is concerned. On a year round iMsis Florida impons somewhere between 15-20 percent of 
the fluid needs. 

We feel this plan would prevrat dairy producers in deficit production areas from 
increasing their production as their maifceis expand. Tbeicfore, the consumer price would 
be forced higher because additional oui of maricet milk nuut be imported. 

Futthennore, excess proceaiing focilities existing in other parts of the country for 
manujictuied products will force eiqMnsion in those areas where surplus production already 
exist. Wefeel that this piactice of pioducticKi expansion sboukl not penalize pnxhtcera io 
deficit areas. 

We also believe that if this l^islalk>n is implemented and the time comes when the 
seven billion pound level is exceeded, tlmi this Committee might want to consider 
eumaiking some of the penalties fiinds collected for product promotion and nutrition 
education as one way of preventing fiiure market gluts. 

In summation, we would hope that this Committee would give die industry more time 
to study the impact that this l^jilation would have on both the production fadhtiee in the 
country and on the c(»sumer public. 
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JDly 31, 1993 

tb* BofioTBfala Harold Vollmar 
ChaitBan House Agrlcultura Subcomlttaa 
«n Uvaatock 

2409 Raybum 

ttashlngton, D.c. 20S1S 

iq Of t 

Live Stock 

D«ar Mr. Chalrvan: 

I wrlta on behelf of the 3S0,0O0 farn ranllies of the 
NaEtonal Parraera Union. He appreciate your decision to hold a 
public hearing on the plan proposed by the National HilH 
Producer's Federation. Although va are disappointed there was 
roon on the agenda for National Famers Union to be represented 
•t today's hearing, ue do appreciate the opportunity to submit 
our written conunentE for the record. 

Me do not oppose tit* Idea of a "selC-help" plan. However, 
do have certain concerna that ve believe must be addressed by 
Congrcaa. In order to have adequate discussion, we vould like t 
aee a vehicle other than the budget re 
conprehenaive dairy refom. 

We believe that ; 

quality product to consumers, 'at a fair and reaaonabia 'pries T He 
are concerned that the self-help proposal leaves producers out of 
the equation, by providing inadequate assurance on the question 
of producer income. 

Therefore, we offer the following itens irttich should be 



1 bill used [or 



3) We are concerned about the nuniber of assessments contained In 
the bill. He would like to see a study by the congressional 
Budget Office which would spell out Che aasesBiiient costs to 
farmers, as well as the amount of income fanners could expect to 
receive under the plan. It appears the assessments could be well 
in excess of the S 20 per cwt generally associated with the bill. 

4) He are concerned that the plan will do nothing to address the 
iasua of transportation differentials which !• causing the 
geographical shift of milk production. Such shifts dlainish fatno 



600 Mwyland Avwius, 



uhlnoton, D.C. 20024 • Phone (202) SMtt 
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income while ultimately increasing the price to the consumer- 
He would prefer to see Congress enact legislation which 
stabilizes supply and demand, as opposed to the self-help 
proposal which relies on setting up a mechanism to dump excess 
DiDc production on the world market. 

He offer our support to work with Members of Congress and 
Dther nenibers of the dairy industry to develop a proposal which 
meets the needs of producers, processors, and consumers. He are 
hopeful we can use the Ideas offered at the National Dairy 
Summit, as well as those submitted to USDA. 



^^-t^t^-n^j^ct**"''-*-*''^ 



72-891 O - 93 - 



dbyGoogle 



H.R.2664 



To aetaen needed savings in net Federal expenditures under the milk price 
cnpport progrnn through establishment of a milk producer self-help 
program to dispose of surplus dairy products, eqtand aqwrts, and sta- 
Inlue the market for milk and dairy products, and for other purposes. 



IN THE HOUSE OP REPRESENTATIVES 

July 15, 1993 

Hr. VOIjKKEB (for himself and Mr. GrKDEBSOK) introduced the following bill; 

irtiich was reCeired to the Committee on Agriculture 



A BILL 

To achieve needed savings in net Federal expenditures under 
the milk price support program through establishment 
of a milk producer self-help program to dispose of sur- 
plus daily products, expand exports, and stabilize the 
market for milk and daiiy products, and for other pur- 
poses. 

1 Be it enacted by the Senate and House of Representa- 

2 tivesoftks United Slates of America in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the "Daiiy Budget Rec- 

5 onciliation and Self-Help Initiative Act of 1993". 
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2 

1 SEC. 2. FINDINGS, PUBPOSES, AND STATEMENT OF POLICY. 

2 (a) Findings. — Congress finds that — 

3 (1) milk and dairy products are vital compo- 

4 nents of a balanced diet and have hi^ nutritive 

5 vahie, and the production of milk zind dairy products 

6 is an important segment of the Nation's agricultural 

7 industi^^ 

8 (2) fui effective Federal milk price support pro- 

9 gram is needed to ensure consumers of a reliable 

10 and adequate supply of pure and wholesome milk 

11 and daily products at reasonable prices, to respond 

12 adequately to current and anticipated future supply 

13 and demand problems, and to ensure a level of farm 

14 income adequate to maintain productive capacity 

15 sufficient to meet anticipated future needs; 

16 (3) the effectiveness of the current Federal milk 

17 price support program is being diminished and the 

18 economic stress on milk producers increasing due to 

19 the growing demands made on milk producers to 

20 provide funds for reduction of the Federal budget 

21 deficit throu^ direct levies and similar measures in- 

22 eluded in budget reconciliation Acts; 

23 (4) milk producers are being asked to pay more 

24 and more in budget reconciliation levies, while the 

25 economic pressures being placed on the milk produc- 

26 tion industry continue to squeeze them financially; 
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1 (5) it is in the national interest and crucial to 

2 milk producers that an alternative be found to the 

3 continued expansion of budget reconciliation levies 

4 and the correspondiim^ diminution of the benefits of 

5 the Federal milk price support program; 

6 (6) since most Government outlays under the 

7 Federal milk price support program stem from Com- 

8 raodity Credit Corporation removals of surplus dairy 

9 products from the market to reduce the adverse ef- 

10 feet of the surpluses on producer market prices for 

11 milk, net Federal expenditures under that program 

12 can be reduced, and thus needed budget savings 

13 achieved, by reducing the level of removals of sur- 

14 plus daily products by the Corporation under the 

15 price support program; 

16 (7) an effective way to reduce the level of the 

17 Commodity Credit Corporation's price support re- 

18 movals is through the implementation of a produeer- 

19 funded program (using deductions from producer 

20 revenues) as a supplement to the existing milk price 

21 support program to remove surplus dairy products 

22 from the market before the Coiporation has to take 

23 them, and develop additional markets for domesti- 

24 cally-produced dairy products; 
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1 (8) implementation of such a producer-funded 

2 self-help pn^^ram is preferable to just increasing: the 

3 level of budget reconciliation levies, because, while 

4 effectively reducing net Federal expenditures under 

5 the milk price support program, it also stabilizes the 

6 market for milk producers and lessens the economic 

7 effect of the budget deficit reduction effort on them; 

8 (9) implementation of tiie self-help pn^^am 

9 also is fairer to milk producers because it will use 

10 the funds collected &om them under the budget ree- 

11 oneiliation process to provide them with tools that 

12 th^, as an industry, need to effectively develop new 

13 markets for their products; 

14 (10) if milk producers shoulder the financial 

15 burden of removing surplus dury products &om the 

16 market and developing new markets for domestic 

17 milk production under this self-help program, it is 

18 appropriate, as well as most conducive to the effi- 

19 cient implementation of the program, that the milk 

20 production and marketing industry be directly in- 

21 volved in the operation of the program under the 

22 oversi^t of the Secretary of Agriculture; 

23 (11) the Federal milk price support program it- 

24 self is the responsibility of the Secretary of Agri- 

25 culture under the Agricultural Act of 1949, and the 



dbyGoogle 



90 

5 

1 producer-funded efforts to dispose of surplus daiiy 

2 products and develop new markets for daiiy prod- 

3 ucts under the self-help program established by this 

4 Act should be overseen by the Secretaiy of Agri- 

5 culture and be coordinated with Qie milk price sup- 

6 port prc^iram and other Department of Agriculture 

7 programs; zind 

8 (12) the future of milk price stabilization re- 

9 quires the opening of new market opportunities that 

10 the efficient production capacity of our Nation's 

11 milk producers can respond to, and the self-help ef- 

12 fort provided for in this Act should include aggres- 

13 sive efforts to search out and find new market op- 

14 portunities in promising export markets. 

15 (b) Statement of Purposes and Poucy. — 

16 (1) Purposes. — The purposes of this Act are 

17 to— 

18 (A) achieve a reduction in net Federal ex- 

19 penditures under the Federal milk price support 

20 program that contributes substantially to the 

21 needed reductions in net Federal outlays re- 

22 quired under the Concurrent Budget Resolution 

23 for fiscal years 1994 throu^ 1998; 

24 (B) achieve such reduction in net expendi- 

25 tures through implementation of a self-help pro- 
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1 gram fiinded by milk producers that will remove 

2 surplus daily products by timely intervention in 

3 the market and throu^ expanded exports, and 

4 related changes in policies governing the Fed- 

5 eral milk prc^;ram; and 

6 (C) establish the Dairy Stabilization Board 

7 to develop and implement annual plans for han- 

8 dling surplus dairy products and to develop new 

9 markets for domestic diuiy products, under the 

10 oversight of the Secretary of Agriculture. 

11 (2) Statements op policy. — 

12 (A) In general. — It is declared to be the 

13 poMey of Congress that it is in the public inter- 

14 est, and necessary to protect and strengthen the 

15 Nation's milk production and marketing sys- 

16 tern, to reduce any adverse affects of budget 

17 reconciliation actions on milk producers, and to 

18 facilitate the continued effective operations of 

19 the Federal milk price support prc^;ram, tiiat 

20 the self-help program funded by milk producers 

21 provided for in this Act be implemented. 

22 (B) Protection op consumers. — ^It fiir- 

23 ther is declared to be the policy of Congress 

24 that the powers provided in this Act shall not 

25 be used to reduce the production of pure and 
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1 wholesome milk zuid dairy products below the 

2 level required for United' States consumers or to 

3 divert production &om meeting the needs of 

4 such consumers, and that, in carrying out this 

5 Act, due r^ard shall be given tA the mainte- 

6 nance of a continuous and stable supply of milk 

7 and dairy products adequate to meet the de- 

8 mands of United States consumers at prices 

9 &ir to both producers and consumers. 

10 SEC. 3. BUDGET RECONdLLUTON AND MARKET STA- 

11 BUJZATION DEDUCnONS PROM PRODUCER 

12 REVENUES: REFUNDS; COLLECTION. 

13 (a) In General. — Effective January 1, 1994, sec- 

14 tion 204 of the Agricultural Act of 1949 (7 U.S.C. 1446e) 

15 is amended 1^ striking out subsection (h) and all that fol- 

16 lows down throu^ the end of subsection (j) &nd inserting 

17 in lieu thereof the following: 

18 "(h) Deductions from Producer Revenues. — 

19 "(1) Budget reconciliation saving deduc- 

20 tions pbom producer revenues. — 

21 "(A) In general. — During each of the 

22 calendar years 1994 throu^ 1998, the Sec- 

23 retaiy shall provide for deductions from pro- 

24 dueer revenues, as provided in paragraph (3), 
23 on all milk produced in the 48 contiguous 
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1 States and marketed by producers for commer- 

2 . cial use, in addition to any reduction in price 

3 required under subsection {g). 

4 "(B) Amount. — The amount of the dedue- 

5 tion from producer revenues under subpara- 

6 graph (A) shall be 10 cents per hundredwei^t 

7 of milk mariceted, which rate shall be a<^usted 

8 on or before May 1 of each of the calendar 

9 years 1994 throu^ 1998 by an amount per 

10 hundredwei^t that is necessaiy to compensate 

11 for refimds made under subsection (i) on the 

12 basis of marketings in the previous calendar 

13 year. 

14 "(C) Refunds. — The Secretaiy shall pro- 

15 vide for reminds to producers of deductions 

16 made tcora producer revenues under tiiis para- 

17 gri^h, as provided in subsection (i). 

18 " (2) Market stabilization deductions 

19 prom producer revenues. — 

20 "(A) In general. — During any of the cal- 

21 endar years 1994 through 1998 in which a 

22 Dairy Stabilization Flan is in effect that pro- 

23 vides for the removal of dairy products from the 

24 market, the Secretary shall provide for deduc- 

25 tions from producer revenues, as provided in 
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1 paingraph (3), on till milk produced in the 48 

2 contiguous States and marketed by producers 

3 for commercial use, in addition to any reduction 

4 in price required under subsection (g) and the 

5 deductions &om producer revenues required 

6 under paragraph (1). 

7 "(B) Amount. — 

8 "(i) In general. — The amount of 

9 the deduction from producer revenues 

10 under subparagraph (A) during any cal- 

11 endar year shall be tiie amount per hun- 

12 dredweight of milk marketed — not to ex- 

13 ceed 10 cents per hundredweight — that is 

14 established by the Dairy Stabilization 

15 Board for such year, as provided in section 

16 204B(a)(2), and approved by tiie Sec- 

17 retaiy. 

18 "(ii) Revisions of amount. — The 

19 amount of the deduction established for a 

20 year under clause (i) may be adjusted by 

21 the Daily Stabilization Board at the begin- 

22 ning of the second, third, or fourth quarter 
23- of the year, as provided in section 

24 204B{e){2) and if approved by the Sec- 

25 retary, to reflect changes in anticipated 
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1 costs under the Dairy Stabilization Plan 

2 tor such year. 

3 "(C) Refunds. — The Secretaiy shall pro- 

4 vide for refunds to producers of deductions 

5 made from producer revenues under this para- 

6 graph, as provided in subsection (i). 

7 "(3) Deduction process. — ^The Secretary 

8 shall provide for the deductions from producer reve- 

9 nues required under paragraphs (1) and (2) as fol> 

10 lows: 

11 "(A) with respect to milk marketed under 

12 a Federal milk marketing order, the Secretaiy 

13 shall provide for a monthly deduction, from the 

14 total pool revenues available to producers from 
13 marketii^ of milk under such marketing order 

16 during such month, of such sum that is equiva- 

17 lent to a uniform reduction in the blend price, 

18 per hundredweight, to producers for such milk 

19 at the rate per hundredweight provided for in 

20 paragraph (1) or (2), and the remittal of such 

21 deducted amounts to the Commodity Credit 

22 Corporation; 

23 "(B) with respect to milk marketed under 

24 a State milk pricing and pooling program, the 

25 Secretary shall provide for a monthly deduction. 
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1 &om the total pool revenues available to pro- 

2 ducers &om marketing of milk under the pro- 

3 gram during such month, of such sum that is 

4 equivalent to a uniform reduction in the price, 

5 per hundredwei^t, to producers for such milk 

6 at the rate per hundredweight provided for in 

7 paragraph {1) or (2), and the remittal of such 

8 deducted amounts to Uie Commodity Credit 

9 Corporation. For purposes of this subpara- 

10 graph, at the option of the appropriate State 

11 authori^, in lieu of the required amounts being 

12 withheld from producers by directly deducting 

13 such amounts from the total pool revenues 

14 under the State program, the required amounts 

15 may be withheld from producers by the Sec- 

16 retaiy through a reduction of the amount per 

17 hundredweight provided for in paragraph (1) or 

18 (2) from the price received on all milk marketed 

19 for commercial use by producers subject to the 

20 order, and 

21 "(C) with respect to all milk marketed for 

22 commercial use, the Secretary shall provide for 

23 a deduction of the amount, per hundredweight, 

24 provided for in paragraph (1) or (2) from the 

25 price received by producers on all milk mar- 
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1 keted for conunercial use (including milk not el- 

2 igible for fluid use and milk marketed by pro- 

3 ducer-distributors), and the remittal of such de- 

4 ducted amounts to the Commodity Credit Cor- 

5 poration. 

6 "(i) Refunds to Producers. — 

7 "(1) In general, — The Secretary shall provide 

8 a refund of— 

9 "(A) the reductions under subsection (g) in 
10 the price received by a producer during a cal- 
U endar year (excluding any such reduction that 

12 is a tainted reduction under subsection 

13 (g)(3)), except when a refund is otherwise avail- 

14 able to the producer under subsection (g)(5); 

15 and 

16 "(B) the entire amount of the deductions 

17 from producer revenues made under subsection 
IS (h) during such calendar year that are applica- 

19 ble to the milk marketed by the producer dur- 

20 ing the year, 

21 if the producer provides evidence that the producer 

22 did not increase marketings in the calendar year 

23 over the amount determined by multiplying market- 

24 ings of such producer during the preceding year hy 

25 the market a^ustment factor established under 
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1 paragraph (2) to reflect growth or shrinkage in the 

2 market for milk during the refund year. 

3 "(2) Market adjustment factor. — ^The 

4 market a(yu8tment factor used in paragraph (1) 

5 shall be estabhshed by the Daiiy Stabilization 

6 Board, in consultation with the Secretary, at a per- 

7 centage determined by dividing the amount of all 

8 milk produced in the 48 contiguous States and mar- 

9 keted by producers for commercial use in the year 

10 for which refunds are available by the amount of 

11 such milk marketings in the year preceding such 

12 year. 

13 "{3) Funds foe refunds. — Funds used to 

14 make refunds under this subsection shall be made 

15 available &om the Commodity Credit Corporation 

16 general account, except that such funds as are need- 

17 ed to cover refunds of market stabilization dedue- 

18 tions &om producer revenues shall be transferred to 

19 the Corporation's general account from the Daity 

20 Stabilization Fund. 

21 "(4) Refund not deemed a government 

22 PAYMENT. — ^Any refund under this subsection shall 

23 not be considered as any type of price support or 

24 payment for purposes of section 1211 or 1212 of the 
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1 Pood Security Act of 1985 {16 U.S.C. 3811 and 

2 3821). 

3 "(j) Collection and Enforcement. — 

4 "(1) Collection. — Reductions in price re- 

5 cpiired under subsection (g) and deductions from 

6 producer revenues required under subsection (h) 

7 shall be collected and remitted to the Commodity 

8 Credit Corporation in the manner prescribed by the 

9 Secretaiy, except that — 

10 "(A) in any year in whidi a market sta- 
ll bilization deduction &om producer revenues is 

12 in effect under subsection (h)(2), the Secretaiy 

13 shall combine such deduction with the budget 

14 reconciliation savings deduction in e^ect for 

15 that year under subsection (h)(1), and provide 

16 for the collection of both deductions together; 

17 and 

18 "(B) on receipt by the Commodi^ Credit 

19 Corporation of amounts deducted from ppo- 

20 ducer revenues under subsection (h), the Com- 

21 modity Credit Corporation immediately shall 

22 place into the Dairy Stabilization Fund that 

23 portion of the receipts that is due to the Dairy 

24 Stabilization Board as provided in subsection 

25 (k). 



dbyGoogle 



100 

15 

1 "(2) Penalties. — If any person fails to collect 

2 or remit the reduction required by subsection (g) or 

3 deduction required by subsection (h) or fails to com- 

4 ply with such requirements for recordkeeping or oth- 

5 erwise as are required by the Secretary to cany out 

6 such subsection, the person shall be liable to the 

7 Secretaiy for a civil penalty up to an amount deter- 

8 mined by multiplying — 

9 "(A) the quantity of milk involved in the 

10 violation; by 

11 "(B) the support rate for the applicable 

12 calendar year for milk. 

13 "(k) Dairy Stabilization Fund. — 

14 "(1) In general. — There shall be established 

15 in the Commodity Credit Corporation a special fund, 

16 to be known as the 'Dairy Stabilization Fund'. Mon- 

17 ies in such Fund shall be available solely for the use 
IS of the Dairy Stabilization Board for expenditures 

19 provided for in this Act. 

20 "(2) Money into the fund. — There shall be 

21 deposited into the Fund — 

22 "(A) all monies collected firom market ata- 

23 bilization deductions from producer revenues 

24 made under subsection (h)(2); 
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1 "(B) of the monies collected from budget 

2 reconciliation savii^ deductions from producer 

3 revenues under subsection (h)(1) during any 

4 calendar year — 

5 "(i) l^at portion of the collected de- 

6 ductions that is budgeted to cover the 

7 Board's administrative expenses under the 

8 Dairy Stabilization Plan for such year ^- 

9 proved by the Secretaiy; and 

10 "(ii) that portion of the collected de- 

1 1 ductions that is in compensation for trans- 

12 fers to the Commodity Credit Corporation 

13 under section 204A{h){2){B) to cover re- 

14 f^ds of market stabilization deductions 

15 under subsection (h)(2) made on the basis 

16 of marketings in the previous calendar 

17 year; 

18 . "(C) monies collected &om any excess pur- 

19 chases reduction in price under subsection (g), 

20 the transfer of which to the Fund is approved 

21 by the Commodity Credit Corporation, under 

22 any agreement between the Board and the Cor- 

23 poration for the Board to assist the Corporation 

24 in removing from the market excess daiiy prod- 

25 nets, as provided for in section 204B(a)(l)(C); 
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1 "(D) revenues received by the Board from 

2 sales of daiiy products it has removed from the 

3 market or from any other soiirce; and 

4 "(E) credits, each month, from the general 

5 account of the Commodity Credit Corporation 

6 to represent interest earned (at the then cur- 

7 rent rates of interest being charged by the 

8 Conmiodity Credit Corporation) on the average 

9 outstanding balance in the I<\ind during such 

10 month. 

11 "(3) TERMmATiON OP FUND. — The Daily Sta- 

12 bilization Fund shall terminate, and any monies re- 

13 maining in the Fund transferred to the general ac- 

14 count of the Commodity Credit Corporation, at such 

15 time as the Dairy Stabilization Board winds up its 

16 affairs and all legal obligations of the Board, inelud- 

17 ing rebates to milk producers under section 204A(1), 

18 have been met. 

19 "(1) Use op the Commodity Credit Corpora- 

20 TION. — The Secretaiy shall use the funds, facilities, and 

21 authorities of the Commodily Credit Corporation to carry 

22 out this section and sections 204A and 204B.". 

23 "(b) Conforming Changes. — 
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1 "(1) RedesignationS. — Subsection (k) of sec- 

2 tion 204 of the Agricultural Act of 1949 (7 U.S.C. 

3 1446e) is redesignated as subsection (m). 

4 "(2) 1990 PAHM BmL amendment. — Section 

5 101(b) of the Pood, Agriculture, Conservation, and 

6 Trade Act of 1990 (7 U.S.C. 1446e note) is amend- 

7 ed by inserting "or deduction taken from milk pro- 

8 ducer revenues" immediately before the period at the 

9 end thereof. 

10 SEC. 4. DATOY STABILIZATION INITIATIVE. 

1 1 The Agricultural Act of 1949 is amended by inserting 

12 after section 204 (7 U.S.C. 1446e) the following new sec- 

13 tions: 

14 "SEC 204A. DAIRY STABILIZATION BOABD. 

15 "(a) Establishment. — Not later than September 1, 

16 1993, the Seeretaiy of Agriculture shall establish the 

17 DMiy Stabilization Board to develop and implement Dairy 

18 Stabilization Plans etnd perform other tasks of the Board 

19 provided for in this title, sul^ect to the supervision and 

20 regulations of the Seeretaiy. 

21 "(b) Membership. — 

22 "(1) In general. — The Daiiy Stabilization 

23 Board shall consist of 18 members appointed by the 

24 Seeretaiy as provided in this subsection. The Sec- 

25 retary may not appoint any person to the Board nn- 
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1 less the Secretaiy determines that the person meets 

2 the qualification criteria set out in para^aph (5). 

3 "(2) Composition op board. — 

4 "(A) Regional distribution. — The 18 

5 seats on the Board shall be evenly allocated 

6 among the 6 geographic regions described in 

7 paragraph (3). 

8 "(B) Regional appointments. — The 

9 Secretary shall appoint 3 members to the Board 

10 from each of the 6 geographic regions, as fol- 

11 lows: 

12 "(i) 2 members shall be qualified milk 

13 producers whose farms are located in that 

14 region, each appointed by the Secretaiy 

15 from among nominees selected by the milk 

16 producers in such repon, as provided in 

17 this subsection; and 

18 "(ii) 1 member shall be a qualified 

19 person employed in some capacity in the 

20 dairy industry other than as a producer, 

21 and selected by the Secretaiy in such man- 

22 ner as the Secretaiy determines appro- 

23 priate. For any individual employed by a 

24 company or oi^anization that conducts 

25 business in more than one such region, 
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1 such individual will be deemed to be lo- 

2 cated in the r^on in which such individ- 

3 ual's normal place of business is located. 

4 "(3) 6 GEOGRAPHIC REGIONS. — For purposes of 

5 making re^onal appointments of persons to the 

6 Board, as provided in paragraph (2), the 48 contig- 

7 uous States shall be grouj)ed into 6 regions, as fol- 
S lows: 

9 "(A) Region I: Connecticut, Maine, Massa- 

10 chusetts. New Hampshire, New Jersey, New 

11 Yoit, Pennsylvania, Rhode Island, and Ver- 

12 mont. 

13 "(B) Region II: Illinois, Indiana, Iowa, 

14 Kansas, Michigan, Missouri, Nebraska, and 

15 Ohio. 

16 "(C) Region III: Alabama, Arkansas, Dela- 

17 ware, Florida, Georgia, Kentuclq', Louisiana, 

18 Maryland, Mississippi, North Carolina, Okla- 

19 homa, South Carolina, Tennessee, Texas, Vir- 

20 ginia, and West Virginia. 

21 "(D) Region IV: Wisconsin. 

22 "(B) Repon V: Colorado, Idaho, Min- 

23 nesota, Montana, North Dakota, Oregon, South 

24 Dakota, Utah, Washington, and Wyoming. 
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1 "(F) Region VI: Arizona, California, Ne- 

2 vada, and New Mexico. 

3 "(4) Selection of nominees foe appoint- 

4 HENT AS producer MEMBERS. — 

5 "(A) Two nominees required. — For the 

6 appointment of the initial Board and whenever 

7 there is a vztcan^ on the Board, the producers 

8 in each of the 6 geographic regions described in 

9 paragraph (3) that has a producer seat on the 

10 Board that is vacant shall choose, by election, 

11 two producer nominees for such seat. 

12 "(B) Nomination process. — The See- 

13 retaiy shall b^in the process of appointing a 

14 person to fill a producer seat on the Board by 

15 soliciting recommendations of the names of pro- 

16 ducers in the region involved to be listed on the 

17 ballot for election as a nominee for appointment 

18 to that seat. The names and qualifications of 

19 producers for inclusion on the ballot may be 

20 submitted by any milk producer in the re^on, 

21 or any oi^anization that represents milk pro- 

22 ducers in such region. The Secretary shall de- 

23 termine whether each such producer submitted 

24 for inclusion on the ballot is eligible to serve on 

25 the Board and meets the qualification criteria 
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1 set out in paragraph (5), and shall inchide on 

2 the ballot the name of eveiy qualified person 

3 determined to be eligible and qualified if such 

4 person agrees to permit his or her name being 

5 put on the ballot. 

6 "(C) Elections. — The Secretaiy shall 

7 conduct an election among milk producers in 

8 the region involved to choose the two nominees 

9 for appointment to the vacant seat. Each pn>- 

10 ducer shall have one vote in the election of each 

11 nominee, and bloc voting as provided in sub- 

12 paragraph (D) shall be permitted. The two per- 

13 sons receiving the hi^est number of votes in ' 

14 the election shall be the nominees. 

15 "(D) Voting by associations. — For the 

16 purpose of elections under this paragraph, the 

17 Secretaiy shall consider the vote cast by any co- 

18 operative association of producers, engaged in a 

19 bona 6de manner in marketing milk or the 

20 products of milk, as the vote of the producers 

21 who are members of or under contract with 

22 such cooperative association of producers. If a 

23 cooperative association of producers elects to 

24 vote on behalf of its members, such cooperative 

25 association shall provide each producer, on 
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1 whose behalf the cooperative association is vot- 

2 ii^, a description of the election process to- 

3 getiier with a statement of the manner in which 

4 the cooperative association intends to cast its 

5 vote on behalf of the membership. Such infor- 

6 niatioQ shall mform the producer of procedures 

7 to follow to cast an individual ballot should the 

8 producer so choose within the period of time es- 

9 tablished by the Secretaiy for casting ballots. 

10 Such notiQcation shall be made at least 10 days 

11 prior to the election and shall include an official 

12 ballot. The ballots shall be tabulated by the 

13 Secretfuy and the vote of the cooperative asso- 

14 ciation shall be at^usted to reflect such indind- 

15 ual votes. 

16 "(E) Additional rules. — The Secretaiy 

17 shall establish such additional rules for the con- 

18 duct of elections to choose producer nominees 

19 as are appropriate. 

20 "(5) Qualification criteria. — 

21 "(A) Basic criteria. — The Secretaiy 

22 may not include the name of a person on the 

23 ballot in an election to choose producer nomi- 

24 nees for the Board, or appoint any member to 

25 the Board, unless the Secretary determines that 
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1 such person, meets the following qualification 

2 critfiiia: 

3 "(i) the person must have substantial 

4 experience or a high level of expertise in 

5 the production of milk, the marketing of 

6 milk or dmiy products, or the financing of 

7 such marketing activities; and 

8 "(ii) if the person is being considered 

9 foi^ 

10 "(I) a producer seat on the 

11 Board, the person must have served in 

12 a leadership position for a dairy mar- 

13 keting cooperative or other dairy in- 

14 dustiy oi^anization; or 

15 "(II) a non-producer seat on the 

16 board, the person must have com- 

17 parable leadership experience in his or 

18 her field of expertise. 

19 "(B) Further criteria. — In choosing 

20 among producer nominees or directly selecting 

21 non-producer members for appointment to the 

22 Board, the Secretary shall pve priority to per- 

23 sons with — 

24 "(i) if the appointment is to a non- 
25 producer seat on the Board, substantial ex- 
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1 perience as a professional milk marketei^ 

2 or 

3 "(ii) practical familiarity with, or 

4 demonstrated knowledge of, the process of 

5 marketing agricultural commodities for ex- 

6 port or the financing of such transactions; 

7 or 

8 "(iii) practical familiarity with, or 

9 demonstrated knowledge of, the mechanics 

10 and market effects of moving dairy prod- 

11 ucts ftxtm the processing plant into the 

12 market; or 

13 "(iv) substantial experience with the 

14 Federal milk price support pn^^ram or 

15 Commodity Credit Corporation removals of 

16 dairy products from the market under that 

17 program. 

18 "(6) Diversity of appointments. — In mak- 

19 ing appointments to the Board, the Secretaiy shall 

20 ensure that not more than one person employed t^ 

21 a particular compai^ or associated with a particular 

22 cooperative organization that can bloc vote in the 

23 election of producer nominees sits on the Board at 

24 the same time. 
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1 "(7) Rejection. — The Secretary may itgeet 

2 aay nominee selected by milk prodacers. If there are 

3 insufficient nominations from which to appoint 

4 members to the Board as a result of the Secretaiy 

5 ngeetii^ nominees selected by milk producers, milk 

6 prodacers shall select additional nominees, as pro- 

7 vided in this subsection. 

8 "(8) Time schedule. — ^The Secretary shall 

9 conduct the regional elections of producer nominees 

10 for appointment to the initial Board and appoint all 

11 the initial members to the Board no later than Sep- 

12 tember 1, 1993. Thereafter, whenever a seat be- 

13 comes vacant for any reason, the Secretaiy, as soon 

14 as practicable, shall conduct an election (if the va- 

15 cant seat is a producer seat) and make an appoint- 

16 ment of a person to Sll the vacant seat. 

17 "(9) Terms of members. — Each member of 

18 the Board shall serve for a three-year term, sul^ect 

19 to termination of the Board t^ June 30, 1999, ex- 

20 cept that terms shall be staggered, as follows: 

21 "(A) 4 of the producer members and 2 of 

22 the non-producer members appointed by the 

23 Secretaiy to the initial Board shall have a 1- 

24 year term; 
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1 "(B) 4 of the producer members and 2 of 

2 the non-producer members appointed by the 

3 Secretary to the initial Board shall have a 2- 

4 year term; and 

5 "(C) 4 of the producer members and 2 of 

6 the non-producer members appointed by the 

7 Secretaiy shall have a full 3-year term, 

8 "(10) Operations committee. — The Board 

9 may establish an Operations Committee for con- 

10 sultation and advice, consisting of persons not sit- 

11 ting on the Board who as a group are suitably quali- 

12 tied, either in expeiience or knowledge, in the var< 

13 iou8 aspects of the dairy industiy, from research and 

14 production to export marketing. The Operations 

15 Committee shall have no ri^t to cast votes in any 

16 matter voted on by the Board or the Board's mem- 

17 ber committees, nor shall it have the power to per- 

18 form any of the fimctions of the Board under this 

19 title. 

20 "(11) Conflict rules. — The members of the 

21 Board shall be subject to such conflict of interest 

22 rules as determined appropriate by the Secretary. 

23 "(12) Reimbursement for expenses. — 

24 Members of the Board and the Operating Committee 

25 shall serve without pay, but shall be allowed reim- 
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1 bursement for expenses incurred in their service on 

2 the Board or Committee, including reasonable travel 

3 costs and out-of-pocket expenses when required to be 

4 away &om their home or place of business in the 

5 ' service of the Board or Committee. 

6 "(13) Removal for cause. — The Secretary 

7 may remove any member of the Board for good 

8 cause shown. 

9 "(14) Termination op the board. — The 

10 Board shall terminate at such date — not later than 

11 June 30, 1999 — agreed on by the Secretaiy and the 

12 Board, unless extended by later enactment of Con- 

13 gross. 

14 "(c) BOAIU) PeOCEDURES. — 

15 "(1) Meetings op the board. — 

16 "(A) First MEETINO.^Within 2 weeks 

17 after the Secretaiy has appointed a quorum to 

18 the initial Daiiy Stabilization Board, the Board 

19 shall convene for its initial meeting and elect of- 

20 ficers and adopt written bj^aws and rules of 

21 procedure to govern its meetings. 

22 "(E) Subsequent meetings. — Following 

23 the initial meeting, the Board shall meet at the 

24 call of the chair or as requested by the Sec- 

25 retary, but at least once eveiy 3 months. 
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1 "{2) Quorum.— A qaomm of the Board shall 

2 be 10 persons. 

3 "(3) Notice to sbcrbtary; ex officio rep- 

4 RE8BNTATI0N. — The Board shall notify the Sec- 

5 retary in advance of each meeting of the Board. The 

6 Secretary, or a representative of the Secretary, shall 

7 attend each meeting as a non-voting ex officio mem- 

8 ber of the Board. 

9 "(d) Duties of the Boabd. — The Daiiy Stabiliza- 

10 tion Board shall have the duties to — 

11 "(1) prepare annually, for each of the 1994 

12 through 1998 calendar years, a Dairy Stabilization 

13 Plan for that year and, as necessary, establish a per 

14 hundredwei^t rate of deductions trom producer rev- 

15 enues for such year under section 204(h)(2) to cover 

16 the costs of removals of surplus dairy products and 

17 other activities of the Board under the Plan, and 

18 submit both to the Secretaiy in advance for ap- 

19 proval; 

20 "(2) before the be^ning of the second, third, 

21 and fourth quarter of each calendar year in which 

22 deductions under section 204(h)(2) are in effect, 

23 make ai^ustments in the rate of deductions for such 

24 year as necessaiy to reflect chains in anticipated 

25 costs under the Plan fbr such year based on revi- 



dbyGoogle 



1 »oiis in the estimate of net Conunodity Credit Cor- 

2 poration removals of daiiy products for the year, 

3 and submit any such ai^ustment to the Secretaiy in 

4 advance for approval; 

5 "(3) prepare and submit to the Secretary in ad- 

6 vance fbr approval the Board's proposed budget for 

7 each calendiir year it is in operation; 

8 "(4) implement each annual Daiiy Stabilization 

9 Plan and approved budget, and coordinate activities 

10 under the Plan with the programs of the Depart- 

1 1 ment of Agriciilture; 

12 "(5) evaluate results under each Daiiy Sta- 

13 bilization Plan and report on the evaluations to the 

14 Secretaiy, and provide a copy of each such report to 

15 the Senate Committee on Agriculture, Nutrition, and 

16 Forestry and the House Committee on Agriculture; 

17 "(6) with respect to the estimate of the value 

18 and volume of Commodity Credit Corporation milk 

19 and milk product purchases made by the Secretaiy 

20 by November 20 under section 204(f), in cooperation 

21 udth the Secretaiy, make monthly revisions of such 

22 estimate for each month of the year to ^ich the es- 

23 timate applies; 
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1 "(7) nuinage funds deposited into the Dairy 

2 Stabilization Fund, as provided in section 240(j); 

3 and 

4 "(8) establish the refund market adjustment 

5 foctor for each year as provided for in section 

6 204(i)(2). 

7 "(e) Powers op the Board — 

8 "(1) General powers.— The Dairy Stabiliza- 

9 tion Board may — 

10 "(A) adopt bylaws and issue rules and reg- 

11 ulations governing the manner in which its 

12 business may be conducted and the powers vest- 

13 ed in it may be ^cercised; 

14 "(B) sue and be sued, complain and de- 

15 fend, in any court of law or equity, State or 

16 Federal. All soils of a civil nature at common 

17 law or in equity to which the Board shall be a 

18 party shall be deemed to arise under the laws 

19 of the United States, and the United States dis- 

20 trict courts shall have ori^nal jurisdiction 

21 . thereof, without regard to the amount in con- 

22 troversiy, and the Board, in any capacity, with- 

23 out bond or security, may remove ai^ such ac- 

24 tion, suit, or proceeding froifi a State court to 

25 the United States district court for the district 
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1 or division embracing the place v^re the same 

2 is pending by following any procedure for re- 

3 moval then in effect; 

4 "(C) incur and pay for administrative and 

5 other expenses under this title; 

6 "(D) ^point staff, define their duties, and 

7 fix and provide their compensation; 

8 "(E) enter into contracts and agreements 

9 as necessaiy in the conduct of its business; 

10 "(P) contract for the use, in accordance 

11 with the usual customs of trade and commerce, 

12 of plants and focilities for the physical han- 

13 dling, storage, processing, servicing, and trans- 

14 portation of daiiy products sul^ject to its con- 

15 trol; and 

16 "(G) make Bnal and conclusive settlement 

17 and adjustment of any claims by or against the 

18 Board or its accounts; and 

19 "(H) use and expend monies in the Daiiy 

20 Stabilization Fund for purposes authorized 

21 under this Act; and 

22 "(I) exercise such other powers incidental 

23 to its performance of functions required or au- 

24 thorized for it under this titie. 
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1 "(2) Specific powers. — To meet its duties 

2 under this title and implement Daiiy Stabilization 

3 Ran, the Daiiy Stabilization Board m^ use its gen- 

4 eral powers to — 

5 "(A) remove, or cause the removal, of 

6 daily products from the domestic commercial 

7 market or accept donated stocks from the Com- 

8 modity Credit Corporation, and maintain such 

9 products in inventory, 

10 "(B) dispose, or cause the disposal, of 

1 1 daily products it has removed from the market 

12 or received from the Commodity Credit Cor- 

13 poration through outlets that are not in com- 

14 petition with United States commercial mar- 

15 kets, primarily through export sales; 

16 "(C) transfer to the Commodity Credit 

17 Corporation, at the Corporation's announced 

18 price, dairy products it has removed from the 

19 market, as necessaiy for Board or Corporation 

20 stock management purposes, and the regula- 

21 tions of the Corporation shall so provide; 

22 "(D) cause tJie export of dairy cattle; and 

23 "(E) conduct other activities related to 

24 market development and product disposal spexi- 

25 fied in section 204B(d), as necessary to meet 
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1 its responsibilities under this title and Dairy 

2 Stabilization Rans. 

3 "(0 Budgets op the Board. — 

4 "(1) Preparation. — Not later than October 

5 31 of each of the calendar years 1993 through 1997, 

6 the Daily Stabilization Board shall prepare and sub- 

7 mit to the Secretaiy for approval a budget of its an- 

8 ticipated expenses and disbursements m the upcom- 

9 ing calendar year. 

10 "(2) Items in each budget. — 

11 "(A) In general. — Each such budget 

12 shall provide — 

13 "(i) a detailed account of the Board's 

14 anticipated administrative expenses and 

15 other outlays to be incurred in implement- 

16 ing the Daiiy Stabilization Plan for the 

17 upcoming year; 

18 "(ii) an estimate of expected revenues 

19 to the Board dunng ttie upcoming year, to 

20 which the budget of expenditures shall be 

21 reconciled; 

22 "(iii) an estimate of the anticipated 

23 outlays to be incurred for administrative 

24 expenses for the upcoming yeat^ 
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1 "(iv) an analysis of anticipated ex- 

2 penditures for administrative expenses, 

3 showing how they are being kept to the 

4 minimum necessary to operate the pro- 

5 grams of the Board; and 

6 "(v) a description of the anticipated 

7 contracts daring such year for the removal 

8 and disposition of surplus daiiy products. 

9 "(B) Additional items. — The budget 

10 prepared for calendar year 1994 shall include 

11 an additional amount to reimburse the Com- 

12 modity Credit Corporation for expenditures to 

13 cover expenses of the Board prior to January 1, 

14 1994; and the budget prepared for calendar 

15 year 1998 shall include an additional amount to 

16 cover the Board's administrative eiq>ense8 to be 

17 incurred in 1999 in wrapping up its business. 

18 "(3) Submission with plan; approval rb- 

19 QUIRED. — Each budget prepared under this sub- 

20 section shall be submitted to the Secretaiy with the 

21 Dairy Stabilization Plan for the year involved; and 

22 no budget may be implemented prior to its approval 

23 by the Secretary. Each such budget shall be re- 

24 viewed for approval by the Secretaiy imder the pro- 
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1 cedures provided for review and approval of Daiiy 

2 Stabilization Plans under section 204B(b)(2). 

3 "(g) Adscinistration; Contracting. — 

4 "(1) Limitation on administrative ex- 

5 PBN^S. — For any calendar year in irfiieh the Sec- 

6 retaiy estimates under section 204(f) that the level 

7 of Commodity Credit Corporation purchases of milk 

8 and the products of milk will exceed 5,000,000,000 

9 pounds (milk equivalent, total milk solids basis), the 

10 Board may not budget for or incur administrative 

11 Kcpenses (including the cost of paying employees of 

12 the Board) in the year that exceed the lesser of — 

13 "(A) $2,000,000, or 

14 "(B) 5 percent of the annual budget of the 

15 Board for the year. 

16 "(2) Contracts for services. — 

17 "(A) In general. — To ensure efBeient 

18 use of fands available to the Daiiy Stabilization 

19 Board under this title and avoid duplication of 

20 efforts, whenever possible, the Board studl enter 

21 into contracts and agreements for the removal 

22 of daily products from the market, ttie disposi- 

23 tion of such products, and such other 

24 nonadministrative activities of the Board, and 
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1 for the payment of the cost thereof with funds 

2 available to the Board luider this title. 

3 "(B) Coverage op rule.— The tasks 

4 that may be included under a contract or agree- 

5 ment include, but are not limited to, offers to 

6 buy, purchases of dairy products, storage and 

7 dehveiy of dairy products, management of daity 

8 product inventories, and statistical collection 

9 and analysis. 

10 "(C) REQUntEMENTS. — ^Any contract or 

11 agreement of the Board under this paragraph 

12 shall be sul^ect to the approval of the See- 

13 retarft and the contracting or agreeing party 

14 shall keep accurate records of all its trans- 

15 actions, account for fanda received and ex- 

16 pended, make periodic reports to tlie Board of 

17 activities conducted, and make such other re- 

18 ports as the Board or the Secretary may re- 

19 quire. 

20 "(3) Direct sales by others. — The Board 

21 shall ensure the actual export marketing and sale of 

22 daily products it has removed from the market are 

23 done by dairy cooperatives and other persons en- 

24 gaged in international marketing, rather than hy it- 

25 self or its agents. 
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1 "(h) Funding fob the Boabd; Expenditukes. — 

2 "(1) In general. — 

3 "(A) Daibt stabilization fund. — Mon- 

4 ies in the Dairy Stabilization Fund established 

5 under section 204(k) shall be available to the 

6 Dmry Stabilization Board for expenditure, ef- 

7 fective January 1, 1994, as provided in this 

8 subsection. 

9 "(B) CCC FUNDS.— Prior to Januaiy 1, 

10 1994, the activities of the Board in starting up 

11 operation and preparing the initial Dairy Sta- 

12 bilization Plan shall be pud with funds of the 

13 Conunodily Credit Corporation. The Corpora- 

14 tion shall be reimbursed by the Board for such 

15 payments from monies placed in the Dairy Sta- 

16 bilization Fund during 1994. 

17 "(2) Limitation. — Monies in the Daiiy Sta- 

18 Inlization Fund may be expended l^ the Board only 

19 to— 

20 "(A) cover budgeted activities of the Board 

21 under a budget approved by the Secretaiy 

22 under section 204B(b)(2); 

23 "(B) transfer to the Commodity Credit 

24 Corporation general account reimbursements 

25 provided for in paragraph (1)(B), and as nee- 
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1 essaiy monies to provide for reftinds to produe- 

2 ers of maritet stabilization deductions from pro- 

3 ducer revenues, as provided in section 2p4(i); 

4 and 

5 "(C) provide for rebates to milk producers 

6 of excess monies remaining in ttie Fund when 

7 t^ Board is terminated, as provided in sub- 

8 section (k). 

9 "(3) Carbyovbr op funds. — To allow for con- 

10 tinuity of activities of the Board from year to year, 

11 monies in the Daiiy Stabilization Fund shall be 

12 available to the Board without fiscal or calendar 

13 year limitation, except that, in any year into which 

14 monies are carried over, the amount of any market 

15 stabilization deduction ftom producer revenues for 

16 the year under section 204(h)(2) shall be reduced by 

17 the amount of the canyover, 

18 "(j) Books and Records. — 

19 "(1) In general. — The Dairy Stabilization 

20 Board shall— 

21 "(A) maintain such books and records 

22 (which shall be available to the Secretaiy for in- 

23 spection and audit) as the Secretary may pre- 

24 scribe: 
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1 "(B) prepare and submit to the Secretaiy, 

2 from time to time, such reports as the Sec- 

3 retary may presciibe; and 

4 "(C) account for the receipt and disburse- 

5 ment of all funds entrusted to the Board. 

6 "(2) Audits.— The Board shall cause its books 

7 and records to be audited by an independent auditor 

8 at the end of each fiscal year, and a report of such 

9 audit to be submitted to the Secretaiy. 

10 "(k) PACA Not Appucable.— The Federal Advi- 

11 sory Committee Act (5 U.S.C. App. 2) shall not apply to 

12 the Board, or the operations of the Board. 

13 "(1) Rebates on Termination of Board. — 

14 "(1) In general. — At the time that the Board 

15 terminates and winds up its a^airs, any funds re- 

16 maining in the Dairy Stabilization Fund shall be re- 

17 bated to milk producers who have been subject to 

18 market stabilization deductions under section 

19 204(h)(2), unless the administrative costs of distrib- 

20 uting any such rebate will exceed the amount re- 

21 bated (in which case, the amount shall revert to the 

22 CTommodity Credit Corporation general account). Be- 

23 bates shall be made pro rata, based on the cumu- 

24 lative amount deducted from the revenues of each 

25 milk producer under section 204(h)(2). 
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1 "(2) Rebate not deemed a government 

2 PATMENT. — Ai\y rebate under this paragraph shall 

3 not be considered as any type of price support or 

4 p^ment for purposes of section 1211 or 1212 of the 

5 Food Security Act of 1985 (16 U.S.C. 38li and 

6 3821). 

7 *«EC. MHB. DAIRY STABILIZATION PLANS. 

8 "(a) Requirehents. — 

9 "(1) In general. — The Daiiy Stabilization 
10 Board shall prepare and implement a Daiiy Sta- 
ll bilization Plan for each of the calendar years 1994 

12 throu^ 1998, as provided in this section, that shall 

13 provide a business plan of operation for the Dairy 

14 Stabilization Board for the year, and shall include 

15 the following elements: ' 

16 "(A) Generally. — The Plan for any year 

17 may include such of the activities described in 

18 subsection (d) or comparable activities within 

19 the authority of the Board that are determined 

20 by the Board, to be appropriate for such year. 

21 "(B) When estimated ccc purchases 

22 exceed 5,000,000,000 POUNDS. — For any year 

23 in which the Secretaiy estimates, by November 

24 20 of the preceding year, that Commodity Cred- 

25 it Corporation purchases of milk and the prod- 
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1 nets of milk will exceed 5,000,000,000 pounds 

2 (milk equivalent, total milk solids basis), the 

3 Plan shall provide for — 

4 "(i) timely market intervention meas- 

5 ures by the Board to remove from the 

6 market an amount of daiiy products that 

7 is equivalent to the portion of the esti- 

8 mated Commodity Credit Corporation pur- 

9 chases in excess of 5,000,000,000 pounds 

10 but not in excess of 7,000,000,000 pounds; 

11 and 

12 "(ii) other appropriate measures by 

13 the Dcury Stabilization Board to stabilize 

14 milk and dairy product prices, and to im- 

15 prove farm income during such year. 

16 "(C) When estimatbd ccc purchases 

17 EXCEED 7,000,000,000 POXJNDS. — Por any year 

18 in which the Secretary estimates, by November 

19 20 of the preceding year, that Commodi^ Cred- 

20 it Corporation purchases of milk and the prod- 

21 ucts of milk will exceed 7,000,000,000 pounds 

22 (milk equivalent, total milk solids basis), the 

23 Plan shall provide for such supplemental nmr- 

24 ket intervention measures that the Board 

25 agrees with the Commodity Credit Corporation 
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1 that it shoiild undertake if approved by the See- 

2 retaiy, regarding those anticipated purchases in 

3 excess of 7,000,000,000 pounds, using for such 

4 purposes monies transferred to the Daiiy Sta- 

5 bilization Fund ^yy the Conunodity Credit Cor- 

6 poration from the collected reductions in price 

7 under section 204(g). 

8 "(D) Continuation and carryover. — 

9 For the second and succeeding Plans, to the ex- 
10 tent neeessaiy or appropriate, the Plan shall 
11. provide for the continuation of activities initi- 

12 ated in the preceding year and the canyover of 

13 funds made available for the preceding year but 

14 not expended and the pjkyment of obligations in- 
13 curred in the preceding year but not paid. 

16 "(D) 1998 PLAN.— The Plan for calendar 

17 year 1998 shall cover activities and expendi- 

18 tares of the Board in 1999 to wind up the busi- 

19 ness of the Board. 

20 "(2) Rate op deduction. — For any year in 

21 vAueh the Secretary estimates, by November 20 of 

22 the preceding year, that Commodity Credit Corpora- 

23 tion purchases of milk and the products of milk will 

24 exceed 5,000,000,000 pounds (milk equivalent, total 

25 milk solids basis), the Plan tor such year also shall 
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1 establish the rate, per hundredweight, of the market 

2 stabilization deduction from producer revenues 

3 under section 204(h)(2) at a level sufficient to cover 

4 the budgeted outlays of the Board (other than for 

5 administrative costs) for its activities under the plan 

6 during such year, net of any monies otherwise in the 

7 JiaWy Stabilization Fund or otherwise allocated to 

8 the Board for such year. 

9 "(b) ScheduijE fob Development op Plan. — 

10 "(1) Preparation and submittal. — Each 

U Daily Stabilization Plan for a year (A) shall be pre- 

12 pared, and the rate of the mai^et stabilization de- 

13 duction determined (if necessary of such year), dur- 

14 ing the peiiod after the preliminary estimate of net 

15 Commodity Credit Corporation purchases of milk 

16 and milk products for a year is issued on August 1 

17 of the preceding year, and (B) shall be submitted to 

18 the Secretary for approval not later than October 31 

19 preceding the year the plan addresses. 

20 "(2) Review by secretary. — The Secretary 

21 shall review each proposed Plan and rate of the mar- 

22 ket stabilization deduction (if necessary for such 

23 year), and either approve or disapprove tiie Plan and 

24 rate, within 20 days after receiving them. If the Sec- 
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1 retaiy dis^jproves a proposed Plan or the rate of 

2 deduction, the Secretary shall — 

3 "(A) specify the reasons for disapproval, 

4 and give the Board an additional 10 days to 

5 modify the Plan or deduction rate to meet those 

6 concerns and resubmit it for the Secretary's ap* 

7 proval; or 

8 "(B) with respect to a disapproved Plan, 

9 draft an alternative play or program for imple- 

10 mentation by the Board that would achieve the 

1 1 same goals as the Plan proposed by the Board 

12 at the same or lower cost to milk producers. 

13 "(c) QuartbiujY Revisions. — 

14 "(1) In general.— The Daiiy Stabilization 

15 Plan for any year shall be updated and revised at 

16 the beginning of each of the second, third, and 

17 fourth quarters of the year, or at such other times 

18 specified by the Secretaiy or determined necessaiy 

19 by the Board. Any such revision may not go into ef- 

20 feet until approved l^ the Secretaiy. 

21 "(2) Revision op deduction RATE.^Any re- 

22 vision of a Plan at the beginning of the second, 

23 third, or fourth quarter of a year, as provided in 

24 paragraph (1), m^ include a revision in the rate, 

25 per hundredweight, of the market stabilization de- 
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1 dnction &om producer revenues under section 

2 204(h)(2) for such year, as necessary to reQeet 

3 changes in anticipated costs under the Plan for sudi 

4 year based on revisions in the estimate of Conunu- 

5 nity Credit Corporation purchases of milk and the 

6 prodacts of milk duiing such year. Any such revision 

7 may not go into effect until approved by the Sec- 

8 retaiy. 

9 "(d) ACTiVmES OP THE BOABD IN IMPLEMENTING 

10 APliAN.— 

11 "(1) When estimated ccc purchases ex- 

12 CBED 5,000,000,000 POUNDS. — The Dwiy Stabiliza- 

13 tion Board, in implementing the Dairy Stabilization 

14 Plan for any year in which the Secretaiy estimates, 

15 by November 20 of the preceding year, that Com- 

16 modity Credit Corporation pimdiases of milk and the 

17 products of milk will exceed 5,000,000,000 pounds 

18 (milk equivalent, total milk soHds basis), the Board 

19 may undertake the following activities as authorized 

20 under the Plan: 

21 "(A) To acquire, or otherwise cause the re- 

22 moval of, dairy products from domestic eom- 

23 mereial markets on the basis of bids by sellers 

24 in response to initiations for bids announced by 

25 the Board. 
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1 "(B) To acquire, or otherwise cause the re- 

2 moval of, dairy products from domestic com- 

3 mereial markets at announced prices during pe- 

4 riods announced by the Board. 

5 "(C) To implement a program to cause the 

6 eaipOTt of daiiy products the Board has removed 

7 from the market, in coordination with the ac- 

8 tivities of the Foreign Agricultural Service in 

9 implementii^ the Dairy Export Incentive Pro- 

10 gram under section 153 of the Food Security 

11 Act of 1985 (15 U.S.C. 713a-14) and sulgect 

12 to the oversi^t of the Foreign Agricultural 

13 Service. Under the program, the Board m^ 

14 cause the export of daiiy products with the as- 

15 sistance of export bonuses provided by the 

16 Board, and determined on the basis of bids by 

17 exporters in response to invitations for bids an- 

18 nouneed hy the Board. In implementii^ such a 

19 pn^pram, the Board shall enter into an agree- 

20 ment with the General Sales Manager to seek 
2! the Manager's prior approval of any export 

22 transactions under the program. This program 

23 shall not be implemented as a replacement for 

24 the Daily E^x>rt Incentive Program, but as a 

25 supplement to it. 
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1 "(D) To implement a program to cause the 

2 e^wrt of daily cattie, sulgeet to the overai^t 

3 of the Foreign Agricultural Service. Under the 

4 prc^iram, the Board may cause the export of 

5 dairy cattle with the assistance of export bo- 

6 nuses provided by the Board, and determined 

7 on the basis of bids by e^wrters in response to 
S invitations for bids announced by the Board. 

9 "(E) To effect the sale abroad, at world 

10 market prices, of dairy products removed from 

1 1 the market by the Board. 

12 "(F) To effect the domestic sale for unre- 

13 stricted use of dairy products removed from the 

14 market by the Board at market prices, but in 

15 no ease less than 110 percent of the Commodity 

16 Credit Corporation announced purchase prices 

17 for the products. 

18 "(O) To donate, throu^ the Secretary, 

19 products the Board has removed frvm the mar- 

20 ket to domestic and international feeding and 

21 aid programs, as needed for emergency or dis- 

22 aster assistance. 

23 "(H) To transfer daity products it has re- 

24 moved from the market to the Commodity 

25 Credit Corporation at the Corporation's an- 
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1 nounced purchase price (less an amount, deter- 

2 mined by ihs Secretaiy, to represent the aver- 

3 age level of bonus paid to exporten under the 

4 Dmry Ehqurt Incentive Program), as necessaiy 

5 to manage Corporation or Board inventories. 

6 "(2) CCC OPBIUTIONS. — Notwithstanding any 

7 other provision of law, the Commodity Credit Cor- 

8 poration shall accept the transfer of daiiy products 

9 from the Board as provided in paragraph {1)(H), 
10 and at any time m^ transfer its excess inventories 
It of dairy products to the control of the Board, as 

12 necessary to manage Corporation or Board stocks or 

13 as provided fbr in paragraph {4)(A). 

14 "(3) When estimated ccc pubchases are 

15 5,000,000,000 POUNDS OR LESS. — ^The Dairy Sta- 
id bilization Board, in implementing the Dairy Sta- 

17 bilization Plan for any year in Miich the Secretary 

18 estimates, by November 20 of the preceding year, 

19 that Corrunodity Credit Corporation purchases of 

20 milk and the products of milk wiU be 5,000.000,000 

21 pounds or less (milk equivalent, total milk solids 

22 basis) the Board m^ undertake the following activi- 

23 ties as authorized under tiiie plan: 

24 "(A) To dispose of carryover stocks of 

25 dairy products it had removed from ttie nrar^et 



dbyGoogle 



185 

50 

1 in a previous year, in any manner as specified 

2 in paragraph (I). 

3 "(B) To cause the e^wrt of daiiy heifers 

4 witti the assistance of export bonuses provided 

5 by the Board on the basis of bids by exporters 

6 in response to invitations for bids announced by 

7 the Board. 

8 "(4) In general.— The Dmiy Stabilization 

9 Board, in implementing the Daiiy Stabilization Plan 

10 for any year, may undertake the following activities 

11 as authorized under the Plan: 

12 "(A) To accept stocks of dairy products 

13 transferred trom the Commodity Credit Cor- 

14 poration for use in prcgects under the Plan. 

15 "(B) To provide funding to the Foreign 

16 Agricultural Service cooperator organization for 

17 daily products to implement export market de- 

18 velopment projects. 

19 "(C) To work with Oie Commodity Credit 

20 Corporation, the Foreign Agricultural Service, 

21 marketing organizations, and other entities in 

22 the dairy industiy in facilitating export sales of 

23 daily products. 

24 "(D) To work with tiie Commodity Credit 

25 Corporation and, through the Secretaty, hu- 
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1 manitarian reKef and development organizations 

2 in providing dairy products for emei^ncy relief 

3 and development programs. 

4 "(B) To develop surplus disposal opportu- 

5 nities for use in years in which removals of sur- 

6 plus daily products under the Dairy Stabiliza- 

7 tion Plans will be needed. 

8 "{5) Contracts and agreements. — In order 

9 to efficiently manage stock acquisition and disposi- 

10 tion under the Dairy Stabilization Plans and to 

1 1 avoid excessive overhead and unnecessaiy duplica- 

12 tion in any area of the Board's operations, the 

13 Board shall contract or enter agreements, as auUior- 

14 ized in section 204A, for the performance of any or 

15 all of the fiinctions described in paragraphs (1), (3), 

16 and (4) or similar functions included in D^iy Sta- 

17 bilization Plans and approved by the Secretaiy. 

18 "(6) Limits on market intervention. — The 

19 Board shall ensure that any activity under a Dairy 

20 Stabilization Plan does not interfere with normal 

21 commercial inventoiy build-ups of dairy products 

22 that are necessaiy to ensure adequate supplies on a 

23 year-round basis. In this regard, the criterion the 

24 Board shall use in planning activities under any 

25 Plan is that intervention by the Board in ihe market 



dbyGoogle 



137 

52 

1 should promote moderate, regulated market ac^ust- 

2 ments and prevent steep or eontraseasonal declines 

3 in the prices for daiiy products.". 

4 SEC. S. REVISIONS OF AUTHDRmT FOR "EXCESS PUR- 

5 CHASES" REDUCTIONS IN PRICE. 

6 Effective Januaiy 1, 1994, subsection (g) of section 

7 204 of the Agricultural Act of 1949 (7. U.S.C. 1446e) 

8 is amended by adding at the end thereof the following: 

9 "(3) Targeted rbductions. — 

10 "(A) In general. — In any year in which 

11 a reduction in price under this subsection is in 

12 effect, if during any two consecutive months of 

13 such year, the United States average manufac- 

14 taring grade milk price, as reported by the Sec- 

15 retaiy, does not exceed the Federal support 

16 price for milk by more than 50 cents per hun- 

17 dredwei^t, beginning the following month the 

18 reduction in price shall cease being collected on 

19 a uniform basis on all milk produced in the 48 

20 contiguous States and marketed by producers 

21 for commercial use, and shall be collected &om 

22 each milk producer in the contiguous 48 States 

23 only on the quantity of milk marketed during 

24 each month by the producer in excess of the 

25 producer's monthly base for milk marketings. 
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1 "(B) RA.TE OP REDUCTION. — ^The amount 

2 of the reduction in the price received by prodac- 

3 ers on such over-base milk marketings shall be 

4 an amount per himdredwei^t determined by 

5 the Secretary to be sufficient, when applied to 

6 the amount of all such over-base milk market- 

7 ings during the remainder of the year, as esti- 

8 mated l^ the Secretary, to result in total reduc- 

9 tions during the remainder of the year equal to 

10 the total amounts of reductions in price that 

1 1 would otherwise be made on a uniform basis on 

12 all milk marketings under the procedures pro- 

13 vided in paragraph (2). 

14 "(C) Bases, — ^Por purposes of determin- 

15 ing, for each milk producer, Aether the pro- 

16 ducer is subject to the targeted reduction in 

17 price under this paragraph, an annual base 

18 made up of 12 monthly bases wiU be established 

19 1^ the Secretary for each dairy &rm reflecting 

20 the farm's milk marketings during the preced- 

21 ing year. New milk producers will be assigned 

22 a base equal to 75 percent of then- milk market- 

23 ings during each month of the year the redac- 

24 tion is in effect. 
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1 "(D) Maximum taaqbted reduc- 

2 TIONS. — No milk producer shall be liable for a 

3 targeted reduction in price under this para- 

4 graph on more than 25 percent of the produc- 

5 er's marketings during ai^ month targeted re- 

6 ductions are in effect. 

7 "(B) Termination op targeted beduc- 

8 TIONS. — ^If, after targeted reductions in price 

9 are implemented during a year under this para- 
10 graph the United States average manufacturing 
U grade milk price, as reported by the Secretary, 

12 rises to exceed the support price for milk by 

13 more than $1,50 per hundredweight during two 

14 consecutive months of such year, involved, be- 

15 ginning the following month, the targeted re- 

16 duction in price will cease being collected, and 

17 the reduction in price shall be made uniform^ 

18 on all milk produced in the 48 contiguous 

19 States and marketed by producers for commer- 

20 cial use in the amount provided for in para- 

21 graph (2). 

22 "(4) Termination op aia reductions. — Not- 

23 withstanding any other provision of this subsection, 

24 if at any time during a year in which reductions in 

25 price are being made under this subsection, the Sec- 
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1 retaiy, in consultation with the D^iy Stabilization 

2 Board, projects (based on the monthfy revised esti- 

3 mates of Commodity Credit Corporation purchases 

4 of milk and the products of milk made under sub- 

5 section {f)(2)) that Corporation purchases of milk 

6 and the products of milk during such year shall not 

7 exceed 7,000,000,000 pounds (milk equivalent, total 

8 milk solids basis), less such amounts of estimated 

9 Corporation purchases covered by the Board's Daity 

10 Stabilization Plan for that year, the reduction in 

1 1 price under this subsection will cease being made for 

12 the remainder of the year. 

13 "(5) Special refunds. — 

14 "(A) In general. — If, at the end of any 

15 year in which reductions in price are made 

16 under this subsection, it is determined by the 

17 Secretary that actual Commodify Credit Cor- 

18 poration purchases of milk and the products of 

19 milk made under subsection (f)(2) tiiat Cor- 

20 poration purchases of milk and the products of 

21 milk during that year did not exceed 

22 7,000,000,000 pounds (milk equivalent, total 

23 milk solids basis) less such amounts of esti- 

24 - mated Corporation purchases covered by the 

25 Board's Daiiy Stabilization Plan for that year, 
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1 ttie SeoBtaiy shall provide refimds of all the re- 

2 . ductions in price under this subsection nutde 

3 during such year, other than reduction monies 

4 transferred to the Board under an agreement 

5 made under section 304B(a)(l){C). The trans- 

6 ferred amount not sul^ect to the special refunds 

7 shall be prorated among all producers eligible 

8 for such refunds on the basis of the reductions 

9 in price collected from such producers during 

10 the year; and the prorated amount for each pro- 

11 ducer shall be deducted from the amount of re- 

12 fund otherwise due to the producer under this 

13 paragraph. 

14 "(B) Refund not deemed a govbbn- 

15 MENT PATHBNT. — ^Any refund under this para- 

16 graph shall not be considered as any type of 

17 price support or payment for purposes of sec- 

18 tjon 1211 or 1212 of the Food Security Act of 

19 1985 (16 U.S.C 3811 and 3821).". 

20 SEC. «. CONTINUA-nON OF DEFICIT REDUCnON ACTIVI- 

21 TIES IN FISCAL YSABS AFISB 199S. 

22 (1) In General. — Section 204 of the Agricultural 

23 Actofl949(7U.S.C. 1446e)isamendedby— 
24 (A) amending the section heading to read as fol- 
25 lows: 
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1 '«EC. MM. UILK PRICE SUPPORT AND CERTAIN COLIXC- 

2 TIONS FROM PRODUCBBS IN CALENDAR 

3 YEARS IMl THROUtm IM^ HII£ INVENTOBT 

4 BfANAGEHBNT BEPORT."; 

5 (B) in subsections (a), (b), {d)(l)(A), (d)(2)(A), 

6 (d)(3), (g)(1), and (m) (as so redesignated by sec- 

7 tion 3(b)(1)) striking "1995" each place it appears 

8 and inserting in lien thereof "1998"; and 

9 (C) in subsection (g)(2), sbikii^ "1994" and 

10 inserting in tieu thereof "1997". 

11 (2) Transfer to MnjTAitT and Vetbeans Hos- 

12 PITALS. — Subsections (a) and (b) of section 202 of the 

13 Agricultural Act of 1949 (7 U.S.C. 1446e) are amended 

14 by striking "1995" botti places tiiat date appears and in- 

15 sorting in lieu thereof "1998". 

16 (3) Federal MhiK Marketinq Orders. — Section 

17 101(b) of the Agriculture and Pood Act of 1981 (7 U.S.C. 

18 603c note) is amended l^ striking "1995" and inserting 

19 in lieu thereof "1998". 

20 (4) Dairt Indemnity Program. — Section 3 of Pub- 

21 lie Law 90-484 (7 U.S.C. 4501) is amended hy striking 

22 "1995" and inserting in lieu thereof "1998". 

23 (5) Food Security Act op 1985.— The Food Seca- 

24 rity Act of 1985 is amended tq*^ — 
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1 (A) in section 153(a) (15 U.S.C. 713a-14{a)), 

2 strikii^ out "1995" and inserting in lien thereof 

3 "1998"; and 

4 (B) in section 1163 {7 U.S.C. 1731 note), 

5 striking "1995" each place that date appears and 

6 inserting in Keu thereof "1998". 

7 SEC 7. KffmUTES OF CCC PUBCHASES. 

8 Subsection (f) of section 204 of the Agriculturo] Act 

9 of 1949 (7 U.S.C. 1446e) is amended to read as follows: 

10 "(f) Estimates op CCC Purchases. — 

11 "(1) In qbnbral. — On August 1 and by No- 

12 vember 20 of each of the calendar years 1991 

13 throu^ 1998, Oie Secretaiy shall notify the Com- 

14 mittee on Agriculture of ttie House of Representa- 

15 tives and the Conunittee on Agriculture, Nutrition, 

16 and Forestiy of the Senate regarding the value and 

17 volume of milk and milk product purchases on a 

18 milk equivalent, total milk solids basis, the Secretaiy 

19 estimates that the Commodity Credit CoTporati<m 

20 will make durii^ the upcoming calendar year, before 

21 the e&ecis from the implementation of the Dairy 

22 Stabilization Han for such year or &om any reduc- 

23 tion in price or deduction &om producer revenues 

24 under subsection (g) or (h), respectively, made dur- 

25 ing such year are calculated. 
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1 "(2) Revisions. — The estimates of Commodity 

2 Credit Corporation purchases made under paragraph 

3 (1) shall be revised monthly during the year by the 

4 Daily Stabilization Board, in cooperation with the 

5 Secretary. 

6 "(3) Net purchases equivalent to net bb- 

7 MOVALS. — As used in this section and section 204A, 

8 the phrases 'purchase of milk and the products of 

9 milk' and 'purchases of milk' and 'purchases of milk 

10 and the products of milk' shall include all removals 

11 of daily products from the domestic mai^et under 

12 this section, either by direct purchase or by export 

13 under the Daiiy Export Incentive Program under 

14 section 153 of the Food Security Aet of 1985.". 

15 SEC g. ALLOCATION OF PUBCHASB IBICES FOR BUTTEK 

16 AND NONFAT DRY HILE. 

17 (a) In General.— Subsection (e){3) of section 204 

18 of the Agricultural Act of 1949 (7 U.S.C. 1446e) is 

19 amended by — 

20 (1) in the first sentence of subparagraph (A), 

21 striking "The Secretary" and inserting in lieu there- 

22 of "Sulgect to subparagraph (B), the Secretary"; 

23 (2) redesignating subparagraph (B) as subpara- 

24 graph (C); and 
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1 (3) inserting after subparagraph (A) the follow- 

2 ing new subparagraph: 

3 "(B) Guidelines. — ^In allocating the rate 

4 of price support between the purchase prices of 

5 butter and nonfat diy milk nnder this para* 

6 graph, the Secretaiy may not — 

7 "(i) oflbr to purchase butter for more 

8 than $0.65 per pound; or 

9 "(ii) offer to purchase nonfat diy milk 

10 for less than $1,034 per pound.". 

11 (b) Application op Amendments. — The amend- 

12 ments made by subsection (a) shall apply with respect to 

13 purchases of butter and nonfat diy milk that are made 

14 by the Secretary of Agriculture under section 204 of the 

15 Agricultural Act of 1949 (7 U.S.C. 1446e) on or after the 

16 date of the enactment of this Act. 

17 SEC. 8. FEDERAL UnX ORDER SUJVLT BALANCING COffT 

18 SHARING PLAN. 

19 Section 8c(5) of the Agricultural A4)ustment Act (7 

20 U.S.C. 608g(5)), reenacted with amendments by the Agri- 

21 cultural Marketing Agreement Act of 1937, is amended 

22 by adding at the end thereof the following new subpara- 

23 graph: 

24 "(M) Authorizing the market administrator to deduct 

25 and set aside an amount when making Hie uniform milk 
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1 price calculation each month, to be available to the maricet 

2 administrator to — 

3 "(i) reimburse handlers for additional costs in- 

4 curred in obtaining supplemental milk supplies when 
3 local supplies are insufficient for market needs; 

6 "(ii) reimburse handlers for costs incurred in 

7 disposing of milk that exceeds local market needs; 

8 and 

9 "(iii) P^ a distant plant that makes a binding 

10 commitment to supply supplemental milk to the 

11 market when called upon by the market adminis- 

12 trator.". 
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